f /OOl 




HatK Qlollege of Agtitulture 

At CtorncU UniuerattH 
atljata. N. ^. 



Htbratg 




3 1924 052 134 94 




^=^1 



Cornell University 
Library 



The original of this book is in 
the Cornell University Library. 

There are no known copyright restrictions in 
the United States on the use of the text. 



http://www.archive.org/details/cu31924052134941 



The American 

Business and Accounting 

Encyclopaedia 



A Standard Reference Work for Business Men and Account- 
ants, Profusely Illustrated With Many Special 
Forms, Tables and Diagrams Never 
Before Published. 



COMPILED BY 

E. H. BEACH, Editor 

The Business Man's Magazine and 
President International Accountants' Society, Inc. 

AND 

W. W. THORNE, Secretary 

International Accountants' Society, Incorporated 

Assisted by a 

Corps of Forty-seven Experts 



DETROIT, MICHIGAN 

THE BUSINESS MAN'S PUBLISHING COMPANY, LIMITED 

Publishers of Technical Accountancy Books 
of All Descriptions 



REVISION FOR 1908 



(a) 

Hriooi 



Oj I 0^6^- 



BROKER — (Com. Law). — One engaged for others in the negotiation 
of contracts relative to property, with the custody of which they have no 
concern. 

A broker is, for some purposes, treated as the agent of both parties; 
but, in the first place, he is deemed to be the agent only of the person by 
whom he is originally employed, and does not become the agent of the 
other until the bargain or contract has been definitely settled, as to the 
terms between the principals, when he becomes the agent of both parties 
for the purpose of executing the bought and sold notes 

A commission merchant differs from a broker in that he may buy and 
sell in his own name without disclosing his principal, while the broker can 
buy and sell only in the name of his principal. A commission merchant has 
a lien upon the goods for his charges, advances and commissions, while the 
broker has no control of the property and is only responsible for bad faith. 

Bill and Note Brokers negotiate the purchase and sale of bills of ex- 
change and promissory notes. They are paid a. commission by the seller, 
and it is not their custom to disclose the names of their principals. There is 
an implied warranty that what they sell is what they represent it to be ; and 
should a bill or note sold by them turn out to be a forgery, they are held 
to be responsible. 

Exchange Brokers negotiate the sale and purchase of bills of exchange 
drawn on foreign countries, or on other places in this country. 

Insurance Brokers procure insurance and negotiate between insurers 
and insured. 

Merchandise Brokers negotiate the sale of merchandise without having 
possession or control of it, as factors have. 

Pawnbrokers lend money in small sums, on the security of personal 
property, generally at usurious rates of interest. They are licensed by the 
authorities, and sometimes excepted from the usuary laws. 

Real Estate Brokers negotiate the sale or purchase of real estate, and 
sometimes procure kjans on mortgage security, collect rents, and attend to 
the letting and leasing of houses and lands. 

Ship Brokers negotiate the purchase and sale of boats and ships, and 
the business of freighting vessels. They usually receive a commission from 
the seller only. 

Stock Brokers are employed to buy and sell shares of stock in incorpor- 
ated companies, and the indebtedness of governments. 

BROKERAGE — (Com. Law). — The trade or occupation of a broker; 
the commissions paid to a broker for his services. 

BROKERAGE. — A commission charged on negotiating loans through 
another party. 
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The rate of commission charged by regular brokers is, to a certain 
extent, regulated by an association of brokers. Such associations exist in 
most centers of commerce in connection with the Stock Exchanges and 
Boards of Trade. The rules of New York Stock Exchange are as follows . 

Article XLIII. — Section i. Commissions shall be charged and 
paid under all circumstances and upon all transactions, both purchases and 
sales or upon contracts for the receipt or delivery of securities. Such com- 
missions shall be calculated in all cases upon the par value of securities, and 
shall be at the rates hereinafter named, and such rates shall be in each case 
the lowest commission that may be charged by any member of the Exchange, 
and shall be absolutely net and free from all or any rebatement, return, dis- 
count or allowance in any shape or manner whatsoever, or by any method or 
arrangement, direct or indirect. And no bonus, percentage or portion of 
the commission so established shall be given, paid or allowed, directly or 
indirectly, to any clerk or person for business sought or procured for any 
member of the Exchange. 

Section 2. On all business for parties not members of the Exchange, 
including joint account transactions in which a non-member is interested, 
transactions for partners not members of the Exchange, and for firms of 
which the Exchange member or members are special partners only, the 
commission charged shall not be less than 5^ of i per cent. 

Section 5. Any member offering to do business for less than the fore- 
going rates violates this Article, and is subject to the penalty for so doing. 

Section 7. The penalty for the violation of this Article shall be, for 
the first offense, suspension for a period of from one to five years, the term 
to be fixed at the discretion of a majority of the Governing Committee 
present at a meeting thereof. For the second offense the penalty shall be 
expulsion and the membership of the party expelled shall be disposed of 
forthwith by the Committee on Admissions. 

"It will be observed from Section i that commissions are charged 
on the par or nominal value of all stodks and securities ; that is to say, New 
York Central stock is worth at par $100 a share, but it may be worth in the 
market only $90 a share. Now suppose a man wants to buy 100 shares 
of this stock, the par value of which is $10,000, he puts up a margin of 
$1,000. His broker credits him with $1,000 and buys the stock for his 
account for $9,000, charging his account with $9,000 and $12.50 commis- 
sion, which is one-eighth of i per cent on $10,000. He then puts up the 
balance of the purchase price, $8,000, either out of his own funds or funds 
secured from his banker. His client then orders him to sell; he does so. 
and then charges him another $12.50 commission and interest on the $8,000 
he borrowed or advanced for him at the prevailing rate of interest; the 
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balance then stands to the client's credit unless the account is to be closed. 
It' often happens that the broker makes something on the interest charged. 
For example, the prevailing rate of interest may be 6 per cent, but the 
broker may be able to borrow money at 4 per cent, so he makes the difference 
of 2 per cent. Of course in putting up collateral security the broker has to 
put up callateral away in excess of the amount borrowed. From this it will 
be seen that the broker has to have a large capital of his own on which to 
operate. If a broker buys or sells stock at a premium, he gets his commis- 
sion on the par value only, so it will be seen that the rule works both ways. 

The broker has other opportunities of making money without taking the 
risk of buying or selling on his own account. For instance, it often happens 
that one customer sells and another buys a given number of shares of the 
same stock. In this case the broker neither buys nor sells a single share, 
but simply charges to the account of the purchasing customer the amount 
that would be required to buy the stock, and on the other hand, he credits 
the selling customer with the amount which the shares would bring if 
really sold on exchange. The purchasing customer's account then shows 
a debit balance on which interest is charged at the ruling rate. At the same 
time the selling customer is charged a bonus for the use of the shares of 
stock which it would have been necessary for the broker to borrow in order 
to make good his, delivery had he really sold the shares on 'change. Thus 
the broker is protected from loss no matter which way the market goes, 
while he gets his commission for buying and selling, his interest on money 
supposed to have been borrowed, and his bonus on stock certificates supposed 
also to have been borrowed, when, as a matter of fact, he has neither bought, 
sold nor borrowed but simply made a few entries on his books." — J. J. Rahill. 

BROKERS' ACCOUNTS.— Accounting for brokers is peculiar in 
that a record has to be kept of the frequent transfers of stock purchased by 
the client and resold as soon as there is a margin of profit or for the purpose 
of preventing further loss. While some brokers keep these accounts in 
specially ruled books, we think this an excellent field for the card system, 
which could be so arranged as to show, (i) the stock invested in, and (2) 
the clients' investments. This might necessitate a little extra labor, but the 
record would be complete and the reference instantaneous. 

BUILDERS' ACCOUNTING.— See Contractors. 

BUILDINGS ACCOUNT.— An asset account. The relation to this 
account of dilapidations, depreciations, maintenance, repairs, renewals, etc., 
.will be considered under the head of "Depreciation. 

BUILDING SOCIETY ACCOUNTING.— For a detailed explana- 
tion of the different plans on which building and loan associations are organ- 
ized, we would recommend Labor Commissioner Carroll D. Wright's Re- 
port, published by the United States Government. 
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The plans generally adopted are known as the Terminating, Serial, 
Permanent and Dayton plans. These plans are described in Soule's Philo- 
sophic Practical Mathematics, as follows : 

The Terminating Plan, as originally adopted and carried out, re- 
quired all the stock to be issued at the beginning of the Association ; or, in 
case shares were subscribed at any time during the progress of the Associa- 
tion, the shares should date back to the time of -first payment of dues, and 
the subscriber should pay in a sum equal to all the dues on the shares sub- 
scribed, for the full time elapsed since the date of organization, together 
with an additional sum equal to a pro rata share of the accumulated earnings 
of the Association, up to the date of his subscription. By this plan, all 
profits and earnings were retained until such time as they, together with 
the payments made by the subscribers for dues, amounted to the $200 par 
value of the stock. When this result was reached, the Association and mem- 
bership terminated, with a division of the capital. 

The Serial Plan is a modification or extension, or evolution of the 
terminating plan. While it. is conducted in the main on the same general 
principles, it differs in the manner of issuing shares subsequent to the organ- 
ization. This plan requires the same monthly payments of dues and the 
same observance of charter regulations, but the distinguishing feature is 
the issuing of stock at different periods during the life 6f the Association. 
Each series issued bears the date of the issue, and while the shares of each 
separate series are equal in value, they differ in value from the shares of 
every other series. New members pay only from the date of the series they 
enter. It will be remembered, that in the terminating plan, all the shares 
have at all times an equal value. 

By the Serial Plan, each issue or series runs its course independently, 
and without reference to others issued before or after it. Thus, through the 
serial issues, the association may continue indefinitely, or as long as there 
are persons who desire to subscribe for the shares. 

The periods for the issue of the different series may be monthly, 
quarterly, semi-annually, annually or biennially, according to the amount of 
business and the judgment of the directors. 

The Permanent Plan is closely related to the serial plan. It is 
claimed to be the highest development of the Co-operative Building Associa- 
tion idea yet attained. By this plan, there are no stated periods for the 
issue of its stock; stock is subscribed and payments made at any time. 
Each member's shares are treated as a separate series. Dividends are 
declared on the actual amount of dues paid in by each member, and as each 
member's stock matures or reaches par, it is paid off. One of the features 
of this plan is the net premium system, by- which only earned premiums 
become the visible profits. 
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The Dayton, or Ohio Plan, is the same in all essential particulars 
as the Permanent Plan. The stock face value (usually $ioo) is issued at 
any time, and generally no fines or forfeitures are prescribed for non- 
payment, the members making payments at such times and such amounts 
as may suit their own convenience. One of the special features of this 
plan is, that the borrowing and the non-borrowing members pay the same, 
the weekly payments of the former being first applied to the payment of the 
interest upon the loan, the balance being placed as a credit on the stock ; credits 
commence to draw dividends at once and are compounded semi-annually. 
The stock is matured by the payment of the weekly dues and the dividends. 
There is no. premium or bonus in this plan, and it becomes more nearly a 
Banking Institution than any of the others, and has less restrictions upon 
its members. The popularity of this system seems to be growing in all 
parts of the country, and in modified forms, has been adopted by the Build- 
ing Associations. 

Note. — There is much discussion among building association men 
regarding the respective merits of these different systems ; and changes and 
modifications thereof are made by different associations. 



The following is the system of accounts used in an association organized 
on the Permanent Plan : 

It issues running stock to investors and borrowers alike. It also issues 
paid-up stock when running stock is matured to face value, and at other 
times under certain conditions. The members are divided into two classes — 
depositing members and loan members, and the books are arranged accord- 
ingly. It collects no membership fees, no expense assessments or attorney 
fees from borrowers. Expenses are ascertained every six months and de- 
ducted from gross earnings, like any other business. Withdrawing mem- 
bers never get less than the amount paid in and a share of the earnings after 
a certain period of time has elapsed. Dexter's rule is used in apportioning 
earnings to members (see Labor Commissioner's Report, page 441). Dues 
on stock are paid weekly or monthly, but the books are arranged particularly 
for weekly payments. 

The system embraces the following books : ( i ) Daily cash book for 
receipts only. (2) General cash book (for receipts and disbursements). 
(3) General journal. (4) General ledger. (5) Deposit and loan journal 
(or roll book). (6) Deposit and loan ledger (or stockholders' ledger). 
(7) Treasurer's receipt book. (8) Check book. (9) Stock subscription 
book. (10) Stock transfer book. (11) Minute book (directors' and stock- 
holders' meetings), (12) Stock certificate book (for paid-up stock). 
(13) Members' receipt book. (14) Loan record. (15) Graves' index of 
names. 
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In addition to these books blanks are used, such as applications for 
loans, envelopes for mortgages, insurance policies, etc., notes for stock 
loans, certificates of transfer, arid other necessary blank forms. 

This is the form for daily cash book, same ruling both sides (for 
receipts only). 

Original entries of all cash received are made on this book. Deposit 
cash daily with treasurer, and at the end of month total treasurer's receipts 
will exactly equal footing of first column on this book. Balance cash daily 
against total column, then foot all columns on the right. The sum of all 
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footings will equal footing of first column. Post total footings for month 
to general cash book in one line as "January Sundries," etc. 

The items in second column are to be posted to proper date column of 
deposit and loan journal. Footing for each week must prove with cash book, 
thus verifying all postings. 

Form for general cash book debit side is as follows : 
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Form for general cash book credit side is as follows ; 
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Likewise, items in third column must be posted to deposit and loan 
journal and verified by footing as before ; check each amount in ink as you 
go. It is not necessary to mark page of deposit and loan journal or cash 
book, as in ordinary postings. 

The debit side agrees with daily cash book and shows in addition balance 
from last six months brought forward. Credit side explains itself. Enter 
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withdrawals at full book value and enter profits surrendered in the next 
column. Count total of profits surrendered as a receipt in proving footings 
and in figuring cash balance. Post sundries as they occur in general ledger. 

This cash book is closed every six months and posted to ledger, cash 
balance being brought forward, and so on. 

There are very few journal entries, as the business is nearly all for 
cash. Once in a while an entry is made in a real estate transaction or when 
loans are canceled and accounts are closed at end of six months into profit 
and loss account. 

This is a balance ledger, such as is used in some banks. It shows debit 
or credit balance at any time and is proved by footing both debit and credit 
column and taking difference. Balance is entered in ink every time a posting 
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is made. Account is closed by ruling one short red line in balance column 
whenever balance vanishes. 

With regard to individual borrowers, it is the rule to treat their accounts 
just as the accounts of borrowers from a bank are treated, i. e., two accounts 
are opened, one in which the borrower is debited with the amount advanced, 
and the other a deposit or drawing account in which the borrower is credited 
with the amount loaned. The latter account is, of course, debited with 
withdrawals. 

In reply to queries regarding book-keeping necessary for building and 
loan associations, the Labor Commissioner says : 

"In general, a weekly payment journal similar to those always in use, 
is kept, in which are entered all payments in the proper column for the 
current week, and opposite the name of the member. It is ruled to last six 
months, and at the end of that time the amount paid is transferred or posted 
to the individual account of the member in the ledger. There is, however, 
this difference : The weekly payment of the borrower is not separated in 
dues, interest, fines, etc., in this journal. Only the bulk sum is entered. 
The interest, fines, etc., are charged every six months to the borrower's 
individual account in the ledger, and, when, at the end of six months, the 
bulk sum of his payments is also posted to his account, a balance is struck. 
This is an enormous saving in book-keeping and in handling cash. The 
weekly payments are even money and avoids the handling of small change 
necessary when payments are separated each week, the interest nearly always 
comprising odd cents. The semi-annual dividend is credited to each man's 
account at the end of the six months. 
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"After deposit ledger is posted, a trial balance of running stock is taken 
and shows list of stock in force by number and the value of each book. This 
list is published with semi-annual statement and enables every stockholder 
to see exactly what his stock is worth. Trial balance from loan ledger 
shows loans in force by number and balance due on each loan. 

"For quick reference Graves' printed index may be used, ruled specially 
for building and loan associations. 

"For detailed information about loans, a loan record is used, properly 
ruled, giving number, name, number of stock, number of shares, amount of 
stock, amount of premiums or discount, net amount of cash, description of 
property, amount of insurance, date of policy, premium on policy, insurance 
company, agency, expiration of policy, value of property, delinquent taxes, 
YREASuacfis RccciPT Boon 
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remarks. Loans are entered by number, and canceled or matured loans are 
entered in the back part of the loan record. This difference between total 
loans made and total loans canceled is the amount of loans in force. 

The treasurer's receipt book is arranged so as to let one receipt cover ji 
week's deposits in bank to credit of the treasurer. The teller puts his 
initials opposite the amount deposited and at the end of the week one receipt 
is taken from the treasurer for the deposits of that week. 

ySTOCHI-fOl-DERS RCCCIPT BOOK 
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The stockholders' receipt book contains the constitution and by-laws 
of the association in the back part of the book. In the front the form is 
ruled as follows : Members pay 25 cents for a book when they join the 
association. This book is footed every six months and agrees with printed 
report, showing all books in force and book value of stock. No stock cer- 
tificates are issued, this book being the evidence of shares of running stock 
owned by member. 
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After loan is made and all papers are ready, they are filed in a manilla 
envelope, 4j^ x loj^ inches. When making a loan the secretary enters alL 
charges on this envelope and deducts amount when he pays over the money 
to borrower. This prevents forgetting and insures collection of all fees and. 
charges. The form may be varied to suit the needs of any association. 
Certificates of paid-up stock are issued bearing a low rate of interest. The 
certificates show that entire amount has been paid in and are signed and 
sealed. This stock can be called in at any time on thirty days' notice. This, 
is done whenever the association has a surplus of money. When there is 
much demand for money paid-up stock is issued and called in when loans, 
are scarce. This association issues no prepaid stock guaranteed to double 
the investment and pay dividends besides. Prepaid stock has proved a 
stumbling-block to several associations, and to many stockholders. 

We append an excellent formula for study in connection with the con- 
struction of balance sheets, etc., for Building and Loan Societies : 



RECEIPTS. 

Dues on 'nstallment stock $240,273 18 

Prepaid stock 129,674 oo 

Full-paid stock'. 42,532 00 

Rent, commission and sundries. . 288 52 

Real estate advances repaid 51.449 95 

Stock advances repaid 14,987 00 

Transfer from expense fund. ... 9 430 56 

Interest account balance 19,663 28 



DISBURSEMENTS. 

keal estate advances $360,263 05' 

Stock advances 23,819 00 

Withdrawals, installment stock. . 67,767 75 

Withdrawals, prepaid stock 17,150 00 

Withdrawals, full-paid stock. . . . 2,000 oo- 
Real estate acquired by fore- 
closure 7,069 41 

Paid-up stock, expense fund 2,943 oO' 

Cash on hand 27,286 28- 



$508,298 49 



$508,298 49> 



INTEREST ACCOUNT. 

DEBIT. CREDIT. 

Interest and premium $ 29,367 17 Discount on advance payments. .$ 1,836 54. 

Fines 1,09554 Interest paid on withdrawals. .. . 6,44761 

Transfer fees 233 00 Semi-annual interest on paid-up 

stock 2,748 28: 

Balance 19,663 3H 

$ 30,695 71 $ 30,695 71 



RESOURCES. 

First mortgages, real estate. . .$315,463 10 

Advances on stock as collateral 8,882 00 

Installments in course of col- 
lection and in hands of local 
treasurer 33,426 60 

Interest and premium in course 



LIABILITIES. 



Capital stock paid in 
installment stock. .$172,505 4$ 
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of collection and in hands of 

local treasurers 5,361 50 

rFines due 1,14130 

Semi-annual installment on paid- 
up stock 6447 61 

IDiscount advance payments on 

stock 1,836 54 

Tixtures and furniture 2473 65 

Real estate acquired by foreclos- 
ure 7,069 41 

■Cash on hand and in bank 27,286 28 



$409^7 99 



In hands of local 

treasurers 33,426 6o-$205,932 03 

Prepaid stock 111,15700 

Full-paid stock 40,702 00 

Due to complete advances on real 

estate 6,650 00 

Profits 44,94696 



$409,387 99 



RECEIPTS. 

Cash on hand $ 2968 59 

Dues on running stock 282,633 36 

Dues on loan stock 143,459 76 

Paid-up stock 22,700 00 

-Deposits lii^i 09 

Mortgage and loans repaid 19,716 40 

Stock or pass book loans repaid. . 16,550 00 

Interest 64,598 02 

Premium 21,54426 

Fines 2409 55 

Transfer fees, pass books, etc. ... 74 n 

Borrowed money 16,000 00 

Real estate 2,958 44 

Refunds, insurance and taxes... I1I78 44 

Stamp sales 261 40 

Furniture account charged to ex- 
penses 977 44 

Insurance adjustment 666 98 

-Furniture sold 60 00 



DISBURSEMENTS. 

Loans on mortgage security $158,626 61 

Loans on stock or pass book se- 
curity 9,150 00 

Withdrawals of running stock. . . 248,077 88 
Withdrawals of paid-up stock. . . 32,000 00 

Withdrawals of deposits 122,391 96 

Dividends 59,142 23 

Expenses, salaries, etc 7497 68 

Borrowed money 34,ooo 00 

Interest on deposits and bor- 
rowed money 2,511 10 

Insurance and taxes 2,685 55 

Real estate 258228 

Insurance adjustment 66634 

Savings stamps redeemed. ...... 385 00 

Furniture account charged to ex- 
pense 977 44 

Cash on hand 29,333 57 



$710,027 84 



$710,027 84 



DEBIT. 

Interest 

Premium 

Fines 

'Transfer fees and pass book 



PROFIT AND LOSS. 

CREDIT. 

$ 64,598 02 Dividend on running stock $ 42,229 62 

21,544 26 Dividend on loan stock 10,946 03 

240955 Dividend on paid-up stock 16,51409 

47 61 Interest on deposits and bor- 
rowed money 2,511 ID 

Expenses, etc ,. 7497 68 

Fund for contingent losses 7,922 58 

Furniture account 977 4^ 



$ 88,599 44 



$ 88,599 44 
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ASSETS AND LIABILITIES. 

Cash on hand $ 29,333 57 Running stock and dividend. . .$ 629,343 23' 

Loans, stock and pass book Loan stock and dividend 167,356 60 

security 3,640 00 Paid-up stock and dividend 217,703 79 

Loans, stock and pass book Deposits and interest 11,56332 

security 3,60000 Savings stamps not redeemed. . 50 4° 

Due for insurance and taxes. . . 1,523 01 Fund, contingent losses 16,324 51 

Uncollected earnings 1,828 19 Undivided profits ; 1,868 19 

Surplus ....; 4,271 62 

Sundry items 131 59 



$1,048,613 25 $1,048,613 25 

BUCKET SHOP. — An outside broker who nominally deals in stock 
but neither transfers nor delivers same. It frequently happens that such 
brokers do not even obtain the actual Stock Exchange quotations, but make 
fictitious quotations on which their clients invest money or make bets on the 
rise or fall of the stocks listed. 

BULLION. — An account carried in' the books of a gold or silver 
mining company which represents the product of the mine when ready for 
shipment to the mint. After the bullion has been coined, the amount 
realized therefrom is credited to Bullion account, and the cost of mintage 
is charged as an expense. 

BY. — A word prefixed to entries on books of account to indicate that 
they are credits as opposed to the word "To," which indicates debits. These 
prefixes, however, are scarcely ever used by modern accountants, who con- 
sider them entirely unnecessary. 

BY-LAWS OF CORPORATIONS.— See Articles of Incorporation. 

CALLS. — (i) A contract made with a broker for a consideration by 
which the person making such contract obtains the right to call on the broker 
within a specified time for delivery of certain shares of stock or products 
at a stipulated price. (2) A demand for unpaid subscriptions to capital 
stock. 

CALL REGISTER. — A record showing particulars of stock subject to 
call ; date of payment of call, etc. 

CAPITAL. — Capital may be described as : 

1. The liability of a business for value invested by the proprietors or 
stockholders. 

2. The surplus of assets over liabilities. 

The nominal or authorized capital of a corporation is the amount speci- 
fied in its articles of incorporation. 

The capital of a corporation is forrstatistical purposes, generally under- 
stood to mean the sum invested to carry on the business. 
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Capital becomes impaired by losses so that the balance sheet will show 
a deficit if the losses are heavy enough to wipe out the capital investment. 

It is customary, however, in corporation accounting to retain on the 
balance sheet th6 original amount of capital as a liability and to show either 
surplus or deficit separately. 

A surplus is distributed among the stockholders of a corporation in 
the shape of dividends, or carried to reserve account as a precaution against 
future contingencies. It is not added to capital, but is often used as working 
capital. 

A deficit will show as a debit balance on the profit and loss account, and, 
of course, diminishes the actual value of capital investment. 

The consideration of capital as applied to mercantile operations can be 
divided among the following three heads : 

1. Capital of an individual. 

2. Capital of a partnership. 

3. Capital of a corporation. 

When an individual is sole proprietor of a business, he usually carries 
the capital account in his own name. All debits and credits from profit 
and loss go direct to his account, and in many businesses the profit and loss 
account is merged in the account of the proprietor, and has no separate 
existence. In such cases the net gains or losses for the current year are 
shown by the increase or decrease of the balance of the proprietor's account. 

In the case of a partnership the profit and loss account must be kept 
separate in order to determine the proportion of profit and loss divisible 
among the partners. Here, again, however, it is quite usual for the capital 
to be carried as separate credits to the partners in proportion to their respec- 
tive interests, and not as a "capital" account. 

The capital stock account of a corporation sometimes consists of the 
amount of paid-up stock, but more frequently of the amount subscribed or 
intended to be subscribed for stock. 

The history of the development of corporations as we know them at the 
present time is a long one. They may be briefly described as combinations 
effected for the purpose of increasing trade by the use of enlarged capital 
and limiting the responsibility of the stockholders to the amount of stock 
subscribed. At one time a partner in a business or the holder of stock in an 
unlimited company was held responsible to the extent of his whole posses- 
sions for the debts incurred by the business in which he was interested. 
Thus, if one partner speculated on the stock exchange with such proceeds 
of the business as he could obtain possession of, and the business failed in 
consequence through being unable to meet its liabilities, the other partners 
were held responsible to make up the loss not only from the amounts invested 
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by them in the business as shown on the books of accounts, but also to the 
extent of any personal property of which they might be possessed. The 
stockholders in private banks which failed disastrously from various causes 
were made responsible for losses with which they had nothing to do, and to 
an extent utterly disproportionate to the amount of their interest. It was 
to remedy this evil, which was actually a menace to investment, that the 
present laws were established, limiting the liability of a corporation to the 
amount of capital invested and the liability of each stockholder to the 
amount of stock subscribed. 

If a company is incorporated with a capital of $100,000, and only 
$50,000 is paid up, and the company should fail, showing a deficit of $90,000, 
the stockholders would be personally liable for the amount of stock paid up 
and for the balance of the deficit — $40,000 — but they would not be liable 
for any deficit or liability over and above the total amount of capital for 
which the company was incorporated, viz., $100,000. 

The capital of a corporation may consist, in addition to the capital 
stock subscribed, of amounts raised by loans or otherwise, for the purpose 
of securing working capital. In large corporations this working capital is 
usually secured by the issue of debentures or bonds' secured by property 
and bearing interest which must be paid out of the net profits prior to dis- 
tributing dividends to either preferred or common stockholders. 

Working capital, generally speaking, is the amount available for carry- 
ing on the business of the company, i. e., purchase of stock or material, pay- 
ment of wages, and salaries, etc. It frequently happens, however, as pre- 
viously indicated, that the amount available in the ordinary course of busi- 
ness is insufficient for the requirements of the business, curtailing its opera- 
tions and preventing its proper development. In such a case various meth- 
ods of increasing working capital are resorted to. Sometimes the stock- 
holders will denote a certain proportion of their stock to be sold for cash 
which will be used as working capital, and the cash so received cannot be 
credited to that account as it has already been credited with the full amount 
of the authorized capital. The usual method, therefore, of treating such a 
transaction is to charge cash when stock is sold and' credit working capital 
account. 

Another method of obtaining working capital is to issue mortgage or 
debenture bonds. By the usual provisions of the acts governing corpora- 
tions, a company may, upon written consent of its stockholders, representing 
not less than two-thirds of its stock, mortgage real or personal property to 
secure the payment of the amount of such debentures or bonds. These 
bonds, of course, bear interest, said interest being payable periodically. 
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Another method of obtaining working capital is to call an assessment 
on the stockholders of so much per cent on the capital stock. This plan, 
however, is not often resorted to. 

Working capital may therefore consist of : 

a. Capital stock subscribed and paid. 

b. Capital stock sold by stockholders to raise cash. 

c. I Dividends or surplus undistributed. 

d. Part of purchase money of business allowed to remain unpaid. 

e. Loans from bank or other wise. 

f. Proceeds of accommodation notes. 

g. Proceeds of sale of bonds, 
h. Assessment on stockholders. 

Capital account is sometimes used as a medium for defeating pertina- 
cious creditors. For instance, a company is incorporated with $200,000 
capital, of which $100,000 is scheduled as the value of patents. A credit 
of $100,000 is passed to the supposed owner of the patents on the books, 
and stands as a liability, so that in case the company fails the supposed 
owner of the patents schedules his claim for 50 per cent of the company's 
assets. Fifty per cent of the realizable assets of the company at the time 
of failure probably represents more than the actual assets with which the 
company started, so that the company has the sinews of war to start again 
immediately under a new name. This is one of the common tricks of trade. 

Interest on Capital,. — Where the amount of capital invested by the 
partners varies in amount, it is usual to allow interest on capital invested, 
as by this means a more equitable distribution of profit is supposed to be 
effected. The distinction, however, between distribution of profits and 
interest charged On capital which must be deducted from earnings is artificial, 
the basis of distribution of interest earned and of profits being the same. 

It has been pointed out that in the case of a corporation employing a 
contractor to build his factory, payment for the work being deferred until 
completed, the contractor would include in his charge for the work, interest 
on the money expended by him for labor and material. If, therefore, the 
corporation finances the contractor, paying cash for everything connected 
with the construction, as purchased, it is asked why interest should not be 
credited on the capital so invested. Such distinctions, however, are, in our 
opinion, too elaborate and unnecessary. The corporation would certainly 
do better by paying cash and getting the work done at a reduced cost, thus 
leaving a larger amount available for other purposes. 

Circulating Capital. — A term used to describe that portion of the 
capital devoted to the purchase of commodities to be resold or material 
necessary for the manufacture of articles for sale. 
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Fixed Capitai,. — That portion of capital invested in permanent assets,, 
such as real estate, buildings, machinery, etc. 



Where capital is sunk in permanent assets which would not realize the- 
amount invested, it has been decided by eminent authorities that it is not 
necessary to re-value the assets at their present value, deducting the amount. 
of depreciation from the profits earned and thus reducing probable dividends. 
Nevertheless, it is evidently sound conservative policy to establish a reserve- 
to offset depreciation of capital assets in cases of this nature. Permission 
is sometimes obtained from the stockholders to reduce the capital stock ; thus. 
a company incorporated for $100,000 in 1,000 shares of $100 each may 
obtain consent to a reduction to $75,000 in 1,000 shares of $75 each, this- 
reduction in the value of capital stock thus offsetting the reduction in the- 
value of capital assets. The procedure necessary in case of increasing or 
decreasing capital stock is about the same. The consent of two-thirds of 
the stockholders must be secured at a special meeting properly called in 
accordance with the laws of the State regulating such transactions, and. 
certified copies of proceedings must be filed with the Secretary of State. 
The treatment of additional capital stock on the books of account is similar 
to that of the original capital stock. 



Many accountants differ as to the proper method of showing capital" 
stock on the balance sheet. In Great Britain the nominal capital is always- 
placed in an inner column, while the amount of actual capital subscribed 
is included in the statement of assets and liabilities. In the United States- 
it is usual to include the whole of the authorized capital in the balance sheet, 
offsetting unsubscribed stock by a negative account. 

CAPITAL. — (Com. Law). — The sum of money which a merchant, 
banker, or trader adventures in any undertaking, or which he contributes to- 
the common stock of a partnership, and also the fund of a trading company. 

Capital signifies the actual estate, whether in money or property, owned 
by an individual or a corporation ; it is the fund upon which it transacts its- 
business, which would be liable to its creditors, and which, upon insolvency, 
would pass to a receiver. 

Money Capital, as used in an act respecting taxation of national 
bank stock, includes shares of stock and other interests, owned by individuals- 
in all enterprises in which the capital employed in carrying on its business, 
is money, where the object of the business is making profit by its use as 
money. 

CAPITAL EXPENDITURE.— Capital expenditure is that incurred 
in placing an enterprise on a footing to do business, such as the purchase of 
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Teal estate on which to locate a factory, the building of the factory, the pur- 
chase of equipment for the manufacture of the articles to be sold, of the 
rolling-stock of a railroad company, etc., and any other expenditures incurred 
with a view to increasing the earning capacity of a business, such as improve- 
ments to machinery, the addition of new devices, etc., are capital expen- 
ditures. 

Capital expenditure is the exchange of cash for fixed assets of equal 
value, such as machinery, real estate, buildings, improvements, etc. 

Expenditures for the purpose of constructing or improving factories, 
■or plants, should be considered as capital expenditures. 

The cost of sinking a new shaft in a mine, driving new levels or erecting 
■engines is captal expenditure, but the cost of maintenance of the mines, 
repairs and renewals should be charged against revenue. Renewals are 
capital expenditures only to the extent of the increase in value of the asset 
renewed over its original value. 

CAPITAL RECEIPTS.— Capital receipts include cash or value re- 
ceived from the stockholders in payment for stock subscribed, or sold ; cash 
received from the sale of debentures or bonds issued to provide working 
■capital ; cash received from the sale of fixed or capital assets ; cash received 
from the investment of surplus capital in outside enterprises either in the 
nature of interest, dividend, or otherwise. 

CAPITAL AND REVENUE (DISTINCTION BETWEEN).— 
Amotmts appearing on the debit side of a trial balance represent either 
assets or expenditures. 

Those debits from which we expect to receive returns or equivalents 
■are assets. 

Those debits which are payments on account of machinery, plant, wages 
for construction, new parts, etc., are capital expenditures. 

Those debits which represent payments in respect to which no returns 
are ever expected, are revenue, or profit and loss expenditures. 

Amounts appearing on the credit side of a trial balance represent liabili- 
ties, negatives to assets, capital receipts and profits. 

Those credits which have to be satisfied with cash or its equivalent, 
are liabilities. 

Those credits which relate to receipts not pertaining to the ordinary 
transactions of the business — such as sale of machinery, royalties or patents, 
sale of land, rents, etc. — are capital receipts. 

Those credits which show gross sales, or earnings of the busmess, are 
revenue receipts. 

It sometimes occurs that some balances relate partly to capital and 
partly to revenue. In this case they must be analyzed and distributed. 
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CAPITAL STOCK.— (Com. Law).— The sum divided into shares, 
which is raised by mutual subscription of the members of a corporation. It 
is the sum upon which dividends are to be paid. The term is used to indicate 
the amount of capital which the charter or articles of incorporation provides 
for, and the value of the property of the corporation ; the entire sum agreed 
to be contributed, whether paid in or not. 

CARD LEDGERS. — A device whereby loose cards are used as a sub- 
stitute for ledger pages. The advantages claimed are similar to those 
claimed for the loose leaf ledgers, i. e., ( i ) facility for extensive indexing 
.by an elaborate system of guide cards arranged either alphabetically or 
numerically, thus promoting ease of reference; (2) removal of dead accounts 
to a separate file. 

The principal objections urged against this method appear to be that 
a card may easily be mislaid or lost, and that in posting, every card must 
be removed from the file and then replaced. 

CARRIER. — (See Common Carrier). — One who undertakes to, carry 
or transport goods from one place to another. They are known as common 
or private carriers. Private carriers are responsible for the exercise of 
ordinary diligence only, like other bailees for hire. 

Special carriers of goods are not insurers and are only liable for injuries 
caused by negligence. 

A carrier's liability attaches the moment the goods are delivered to him. 

CARTING BUSINESS ACCOUNTING.— (J. R. Virtue). 

The charges made for carting are arrived at in various ways. The 
method which would probably be preferred by most carting concerns is a 
charge of so much per hour for the use of horse, wagon and driver, but this 
method does not always appeal favorably to customers, as they cannot con- 
trol the amount of time that a job will occupy. For carting goods from 
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customer's store to railroad depots, a flat rate of so much for the first depot, 
and a smaller charge for the others, where consignments for several depots 
are carted at the same time, is the custom in some cities. This plan obviates 
the necessity of getting the weight of goods, which could not always be 
obtained, owing to customers not having facilities for weighing. 

For carting from one store to another, the charge is usually so much 
per package per mile. \ 



289 



For carting from any railroad depot in town to customer's store, the 
charge is generally so much per ton, as the weights can always be found on 
the railroad expense bills. 

We now come to the accounting system, which, it will be seen, is very 
simple. The orders as received are entered in the job book (figure i), with 
name and address of party ordering, time job is to be done, places to and 
from, and any further information furnished with the order. The lines in 
the job book are numbered consecutively, one job to each line. The order is 
now copied on an order blank, numbered to correspond, and is sent to the 
foreman of the barn to be filled. 

Carting tickets like figure 2 

Figure 2. 

UP-TO-DATE CARTING CO. 

Date 

Please cart as follows and charge to 

Signed 

Cases 

Bales 

Packages 

From 

To 

Received to above in good condition, 

Signed , 

Consignee. 
Charge $ 

are furnished to all regular customers, and each driver also carries a supply. 
In order to prevent misunderstandings, and at the same time to secure a 
voucher for the carting, customers are requested in all cases to fill up these 
tickets themselves. The party to whom the cartman delivers the goods signs 
for them on the ticket, and the carting company thereby secures in one docu- 
ment an order for the carting and a proof of delivery. Where goods are 
delivered to a railroad, a bill of lading or shipping receipt is signed instead 
of the ticket. All tickets and bills of lading are turned into the office, where 
they are retained as vouchers, and are returned to the customer when he 
pays his bill. 

Quite a large proportion of incoming freight is billed "collect," and in 
order to save customers the trouble of remitting freight charges to the rail- 
roads, carting concerns usually advance the money, and add the amount 
to the carting bills, and to save themselves the inconvenience of settling 
for each freight charge at the tme the goods are carted, a weekly or 
monthly account is usually opened with each railroad. 

As previously explained, the orders as received are entered in the job 
book, together with such particulars as accompany the order, the balance 
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of the information necessary to complete a charge being obtained from the 
tickets and expense bills turned into the office by the drivers. The bqok- 
keeper watches closely for tickets marked c. o. d., and gets the cash from 
the driver, entering same in the cash book (figures 3 and 4) and distributing 
to Column H, unless the amount is to be credited on a customer's account, in 
which case it is distributed to column L,. Items in column H are paid over 
at once to their owners, and distributed in column K, no posting of either 
the individual items or totals being necessary, as column H should balance 
column K. 
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On referring again to figure i job 73, we find that $2.20 freight charges 
were payable on the four cases. Having an account with the Erie R. R., 
we have the $2.20 charged to us and enter same in column E. This amount 
added to the carting, 75c, makes a total of $2.95, which we enter in column 
G, as the customer did not settle. 

On job 74, we paid the freight charges, $1.40, not having an account 
with the W. N. Y. & P., and carting, 50c, made the total $1.90. The cus- 
tomer paid 75c, which we enter in column F, and the unpaid balance, $1.15, 
in column G. 

There was no freight charges on job 75, and the carting, 50c, was paid 
by the customer. 
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Job "^7 was ordered prepaid, and we Have the freight, 74c, charged to 
us, as we have an account with the L. S. & M. S. Railroad. 

At the close of each day the book-keeper enters in column B (cash book) 
the total for the day shown by column D (job book), and also enters in col- 
umn A the total of column P. The balancing of the cash proves the cor- 
rectness of the figures, and as these columns balance each other respectively, 
no posting is necessary. The sum of columns D, E and M will exactly equal 
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the sum of F and G, and any errors in the items ot E will be discovered when 
we settle with the railroads. It is not necessary to keep a separate account 
with each road, as a duplicate expense bill is furnished with each shipment 
not paid at the time, and the amount due each road can be found readily by 
sorting out the bills. 

The only posting required in the job book is as follows: 

Column E total credit to "Railroads" in general ledger. 

Column M total credit to "Carting" in general ledger. 

Column G total debited to "Customers" in general ledger. 

Column G items debited to individuals in customers' ledger. 

The only posting in the cash book is as follows : 

Column L total credited to "Customers." 

Column L items credited to individuals in customers' ledger. 

Column C total debited to "Railroads," 

Carting expenses. 

Administrative expenses. 

Extra columns when used. 

In order to find the profit and Joss at any time, add to the credit shown 
by "Carting" account, the value of feed, hay and straw on hand, and deduct 
carting expenses and depreciation on rolling stock, horses and plant. The 
balance, if a credit, is gross profit. Deduct administrative expenses, bad 
debts, etc., from this, and balance is net profit. 

Where there are a number of deliveries to be made by wagon, it is fre- 
quently very desirable to know the cheapest method of effecting such deliv- 
eries, whether to hire express wagons or other conveyances or to purchase 
necessary horses and wagons and undertake delivery by the business. Where 
horses and vehicles used in the deliveries are the property of the business, a 
careful account should be kept of the cost of same, and their maintenance, 
taking due account of the depreciation in value of both horses and wagons, 
and thus ascertaining the cost incurred per hour or per day. A record should 
also be kept of actual work done so that a basis for comparison may be 
obtained. 

CASH, AND CASH IN BANK.— This is one of the most important 
elements of the accounting system of any business. The man who handles 
the cash holds a very responsible position, and is always surrounded by 
more or less checks on his work. 

The double entry cash book carries receipts on the left hand page and 
payments on the right hand page, and is self-proving by inclusion of the 
balances on hand at the commencement and close of any particular period. 

Where businesses are very large and the detail is very great separate 
books are used for cash receipts and cash payments, each book being in 
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charge of a separate clerk. For facility of posting, it is frequently arranged 
that there shall be alternate cash books, one being used for Mondays, 
Wednesdays and Fridays, and the other for Tuesdays, Thursdays and 
Saturdays. 

The debit and credit to cash on double entry cash books is usually 
referred to as "automatic." This is explained by the following illustration 
of cash account : 

Jan. 2. Cash on hand $ 76000 Jan. 2. Cash Payments 6500 

Jan. 2. Cash Receipts 20000 Jan. 3. Cash Payments 12600 

Jan. 3. Cash Receipts 45000 Jan. 5. Cash Payments 468 00 

Jan. S. Cash Receipts 60000 Jan. 31. Cash payments 75 00 

Jan. 31. Cash Receipts 29000 Bal. on band.... i,55S 50. 



$3,290 00 $2,290 GO 

On Saturday, Dec. 31st, the ledger account shows a debit to cash to 
$750. If, therefore, all the above items are posted to cash account in detail 
or in daily totals, the result would be a debit balance on Jan. 31st of 
$1,555.50, but in order to save trouble and unnecessary labor, it is usual 
to simply rule a line under the "balance on hand" Jan. 2, $750, the next post- 
ing being the balance on Jan. 31st of $1,555.50. This amount is incorpor- 
ated in the trial balance, and this entry answers every purpose, it being 
understood that cash has been debited with all the receipts on the cash 
book, and credited with all the payments, leaving $1,555-50 on hand. 
Another method is to post the total of the cash received on "debit to cash" 
side for the month to the debit side of cash account, and to post the total 
of cash paid or credit to cash side at the end of the month to the credit 
of cash account, which furnishes the same balance for incorporation as 
the trial balance. 

The method of dividing cash account into main cash and petty cash with 
separate books for each will be treated under the heading of "Petty Cash." 

One of the best methods of arranging the cash department of a business 
is the following : 

Deposit all receipts and credits, and the bank pass book will then always 
equal the receipts in the cash book less exchange. 

Pay everything by check, with the exception of small incidental 
expenses. 

Draw checks for currency to meet incidental expenses and provide a 
separate column for such payments, charging the cashier with the amount of 
checks drawn for this purpose, and holding him responsible to furnish 
vouchers for all disbursements. 

For the purpose of checking the amount of receipts entered on the cash 
book, a method frequently adopted is for the officer or other person who 
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opens the mail to make a memorandum of the checks, money orders, notes, 
etc., contained in the envelope whidi he opens, and some time thereafter this 
memorandum is compared with the entries on the cash book. 

In some businesses the cashier is permitted to carry an "over and short" 
account, to which are debited or credited differences for which he is unable 
to account. This is certainly conducive to carelessness, and the practice is 
to be discouraged. While it may not be strictly equitable, yet it has been 
found that the best method of making the cashier equal to his responsibilities 
is to charge the account with all shortages and to credit any overages to 
the profit and loss until accounted for. 

The best method of treating cash sales will be found under that heading. 

The cash book usually shows a balance of cash both on hand and at 
bank, but there are many different methods of arranging this form of 
record. 

Sometimes the cash balance shows the total of cash on hand and at 
bank in one amount, but the check register, or stub, of check book must 
be consulted to find how much is on hand and how much is at the bank. 

Sometimes bank columns are provided on each side of the cash book, 
and when this is the case, bank deposits are usually entered on the cash 
paid side as a charge to the bank, while the amount of checks issued are 
entered in the bank column on the cash receipt side as a credit to the bank ; 
thus reversing the method used in the same book in regard to cash on hand. 
Where cash on hand and at bank are distinguished in this way, we think 
the same rule should apply to both, that the deposits in bank should be 
entered in the column adjoining the cash receipts, and that the record 
of checks issued should be entered in the column on the cash paid side 
adjoining the payments. This will be found particularly convenient where 
it is the practice to deposit all receipts and make all payments by check, 
using the petty cash book for incidental expenditures. The deposits in 
the bank column will then equal the amount of receipts and the total of the 
bank withdrawal column will equal the total of the checks issued. 

When bank columns are used it is scarcely necessary to say that the 
items of receipts and payments should not be entered in detail in the bank 
columns, as this, of course, involves double entries for every amount. 
Not more than one entry in the bank withdrawal column should be made 
per page, and only the total of each deposit should be entered in the bank 
deposit column. 

Where the bank withdrawal column is placed on the cash received 
side of the cash book and the bank deposit column on the cash paid side of 
the cash book, it is interesting to note the actual course of the entries. 
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LTnder these circumstances the cash received side will contain entries of the 
following different descriptions: 

1. Credits to customers for value received. 

2. Debits to cash for same. 

3. Credits to bank for cash paid out obtained from cash at bank. 
Inasmuch as cash in the office safe and cash at the bank are equally avail- 
able and constitute part of the same fund, it does not seem consistent to 
debit and credit cash on the same side of the cash book. 

CASH AND BANK ACCOUNTS.— (F. H. MacPherson, C. A.)— 
In course of the work of the professional accountant he will come across 
all sorts and kinds of cash accounts ; some of them ingenious and complete, 
others awkward and deficient. Recently, in the auditing of the accounts of 
a business of considerable volume, and covering a period of years, I found 
that within the short space of eighteen months no less than three methods 
of keeping the cash and bank accounts had been employed. 

The first method pursued by the book-keeper was to enter upon the 
debit side of his cash book, in the order of receipt, all cash items received. 
As deposits were made, the bank was charged and cash credited. The 
debits to the bank were posted to the ledger in the regular way. All cheques 
issued against the bank account were journalized, and page after page of 
the journal and ledger were consumed in the keeping of the bank account. 
This system the book-keeper soon found to be so unwieldly that he cast 
about for an improvement, and decided that it would be more economical 
of space in the journal if he utilized the cash book for journal purposes. 

His second method was as follows : Debits to the bank were credited 
to the cash as in the first instance and posted individually to the ledger. 
As cheques were issued the bank was credited on the debit side of the casb 
book, and an entry for a corresponding amount was made upon the credit 
side of the cash account by debiting the person or account in favor of whom, 
or which, the cheque was issued. This still meant the posting of items of 
withdrawals and deposits individually in the ledger, and entailed unneces- 
sary labor and space. 

Total cash items $S,S66 10 

Balance 75 56 

5,641 66 
Contra 5,^75 50 

Balance forward $166 16 



His third change (and the one which I found in use at the time of 
entering upon the audit) was made by wiping the bank account out of both 
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cash book and ledger entirely; simply treating the balance in the bank (aS 
shown by an account kept on the stubs of his check book, and proved monthly 
by the bank pass-book) as a part of the balance in the cash book. When 
overdrawn at the bank, the bank debit to the customer would tally with 
the deficiency on the receipt side of the cash book. 

One will be inclined to say at once that such a system is not to be 
commended, and is one which should not be allowed to continue, unless 
in a very limited business — certainly not in a business where from $25,000 
to $50,000 was passing through the bank account every month. 

I know that this method is much in vogue, but I have no hesitation in 
saying that it is both unsatisfactory and unbusinesslike, inasmuch as no 
record is kept in the regular books of the business, as between the bank and 
the business. The only record of the transactions with the bank was, as I 
have said, upon the stubs of the check book and in the bank pass-book. The 
pass-book showed amounts only, and contained no record of unpresented 
checks. The entries on the stub showed from page to page the balance in 
the bank, and at the end of the month a "reconciliation" statement was 
entered on the back of the stubs, harmonizing the differences for which 
outstanding checks are always responsible as between the bank and check 
book balances. On the face of it this looked well and good, but when in 
the course of the work it was found that one of the check books was missing 
and could not be found, it will be comprehended that the consternation of 
the book-keeper was considerable. The stub of the check book being gone, 
all record was lost. Of course the checks were there, but there was no 
means of getting at the deposits in the bank except from the pass-book, and 
that, as an accountant knows, forms by itself a very indififerent check upon 
the book-keeper. 

Such a systeni not only leaves the accounts in a very undesirable form 
for auditing, but it also increases very materially the labor of the auditor. 
First, the deposits have to be checked from the stubs of the check book. 
Then it is necessary to check the payments by the bank against the stubs 
of the checks issued. Next, the cash book and stubs or checks must be 
compared to see that all checks have been properly entered. By the form 

Bank deposits $2,56000 

Balance 1,765 00 

4.32s 00 
Withdrawals 2,840 00 



Balance forward $1,485 



00 



of cash account which I prefer, and which is herewith submitted, all this 
checking can be done by one operation. 
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Another objection to the method which I have outlined above is that a 
check book has but two or three items on a page and the totals must be con- 
stantly forwarded. Where a score or more of checks are issued at one 
time a considerable amount of work is necessary in balancing and carrying 
forward in order to keep the balance "up to date." I do not, it must be 
understood, condemn the idea of keeping tab on the bank account on the 
check stubs as indicated above, when it is done in conjunction with the 
entering of the banking transactions in the permanent books of record. 
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Merely as a memorandum for the proprietor, or officer, if a company, where 
checks are issued by others than the book-keeper, it will prove a great con- 
venience. And I think that the stub of the check book is perhaps as good 
a place as any for the reconciliation statement before spoken of, as this is 
merely for the purpose of proving the clerical correctness of both accounts- 
for the time being, and if lost would not be of serious moment. 

In the example of combined cash and bank account submitted, it will 
be observed that it is not necessary to carry the bank account, or even an 
abstract of it, in the ledger, as it is made to form an integral part of the 
cash account, which it in reality is. All the other accounts are carried to 
the ledger by monthly postings, with the exception of the Sundries column 
on both sides, these being posted by individual items. 
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The opening entries on the page written up are merely as memoranda, 
-and are taken into account only when striking a balance. For the purpose 
■of illustration I have extended all items to the "Total" columns on both 
sides, entry by entry. It is perhaps unnecessary to suggest that this pro- 
cedure in actual practice need not be followed slavishly with every line, 
although where the business is not too large it is well to do so. Daily 
"extensions at least should be made and proven with the cash drawer. The 
-difference between the "credit total" and the "debit total" plus the "bal- 
-ance" should coincide with the currency in the cash drawer. The bank 
balance can be obtained at a moment's notice by adding the "bank balance," 
at head of the page, to the "deposits" and deductmg the "withdrawals," 

Many book-keepers feel that the ledger is not complete unless it con- 
tains some record of the cash and bank accounts, upon the ground that peri- 
'Odically there should be contained within the two lids of the ledger every 
account that enters into the trial balance and the balance sheet. For all 
such this form of cash account will be found to be admirably suited. The 
bank accoimt can be posted monthly, as are the other columns in the cash 
book, necessitating only one entry on each side of the ledger at each posting; 
and the footings of the respective sides of the cash book may be transferred 
-to the ledger as well, the balance coinciding, with the memorandum at the 
head of the page in the illustration. 

Below is shown a form, of cash book to be used where all receipts are 
paid directly into the bank, and where payments are made only by check. 
Jt will be noted here that the "interest and exchange" column which appears 
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'On the debit side, is in reality a credit or contra entry. It is so placed that the 
deduction may be made for such items from the gross deposit, so that the 
net deposit as it appears in the cash book will coincide with the entry in the 
"bank pass book. If it is considered desirable to introduce the columnar 
system into this form of cash account, and I favor its use at all times and 
in every conceivable place, to save labor, the necessary columns can be 
inserted, as sundries, merchandise, bills receivable, etc., and the sum of 
-these, less the interest and exchange column, will equal the sum of the 
■entries in the bank deposit column. 

The contra side of the cash account will be identical with the form, 
except that the "Interest and exchange" and "bank deposit" columns are 
•eliminated. 
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THE BANK ACCOUNT WHEN TREATED BY ITSEIvI''. 

Where the business is of such dimensions that it becomes necessary to 
maintain the cash and bank accounts separately — each being under charge 
of different clerks — the cash account will be considerably simplified. The 
debit side of the account will not vary in principle from the form shown 
on previous page, while the contra side will practically consist of the 
bank deposits, interest and exchange, sundries, and expense columns. The 
bank cash book then comes into use. Here again the columnar system of 
distribution of accounts is introduced, the actual record of deposits and 
withdrawals being in the ordinary form of the bank deposit ledger, so that 
at a glance the condition of the bank account is always ascertainable. 

Where two bank accounts are kept, the same idea may be carried out 
by introducing a duplicate set of columns dealing with the deposits and 
withdrawals. To keep the width of the book within reasonable limits, 
if necessary, one column can be made to serve for the carrying of the balance 
in bank, the bank debit balance being in black ink, and the bank credit 
balance in red ink. In a prosperous business the use of red ink for carrying 
the balance will be the exception and not the rule. 

In a paper which I had the pleasure of seeing not long since, dealing 
with this very subject of double bank accounts, the writer suggested that 
where several bank accounts were kept current he had opened an account 
for each by dividing the bank cash book into sections, devoting to each 
section as much space as was necessary, and he had found the plan to work 
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out very satisfactorily. I must confess that I am not particularly drawn 
toward the idea, on account of the excessive amount of posting that would 
he necessary, which amounts practically to the carrying of the bank accounts 
in the ledger, journalizing every entry. 

I have been forcibly struck with the very meagre references to the 
accounts of which I have endeavored to speak, in the book-keeping literature 
of the day. There are scores of excellent systems in use in the larger busi- 
nesses of the\ country, but they have never, to my knowledge, reached publi- 
cation through the medium of the current literature. In a future number 
I may take up and illustrate forms of accounting for municipalities, as 
practiced in this province. 
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THE RECONCILIATION ACCOUNT. 

How many book-keepers are in the habit of preparing a reconciliation 
account, bringing the cash book and the bank pass book balances into har- 
mony monthly ? I have no doubt but that almost every book-keeper proves 
the one against the other, by checking and ascertaining the outstanding 
checks which when presented at the bank will make the balances coincide. 
This is probably figured out on a slip of paper, and when the reconciliation 
has been effected to the satisfaction of the book-keeper, the slip is destroyed. 
Very few accountants ever put into the shape of a permanent record this 
account, which is of so much assistance to the auditor when he comes to 
check up the work of the office. Not only is it useful in an audit, but much 
time is saved the book-keeper himself, if from the nature of the business 
many checks are liable to be outstanding, some of them perhaps for two 
or three months. This condition of affairs does not so frequently obtain 
in commercial as in municipal offices, and in the latter case it is especially 
valuable. With those who are in the habit of recording this account in a 
shape for future reference, the work is generally kept on the stub of the 
check book, more particularly so if the bank account is kept on the stubs. 
Where the bank account is made an integral part of the cash book, however, 
I always recommend that a special book shall be kept for the purpose, and 
in something like the above. 
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Upon receipt of the bank pass book with the February account written 
up, the book-keeper proceeds to check up, and after clearing off the business 
of the month just closed, he finds that the bank has charged two or three 
items not in the current month's business. Without searching back through 
hundreds of stubs to ascertain what these items represent, he at once turns 
to his reconciliation account for the preceding month, and finds that of the 
outstanding checks at the close of the month Nos. 330, 375 and 380 have 
been paid. Of the old checks, Nos. 332 and 333 are still outstanding, and 
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these are brought down to the next account, which will look about as 

belov/ : 

1899. 
Feb. 28. Bank balance per Cash book $783 75 

Bank balance per Pass book $992 37 

Less 0/S Cheques: 

No. 332— Smith $37 SO 

No. 333 — Thomson 70 00 

No. 396 — Meeking 14 28 

No. 402 — Somers 5° 00 

No. 417— Mitchell 36 84 208 62 783 7S 

The outstanding checks of the longest duration also come first on the 
list, and thus a quick reference tab is kept upon them, and after a sufficient 
length of time has elapsed, duplicates may be issued, or steps taken to cancel 
the payment of the outstandings, as the circumstances may require. 

The account may be kept in another way, by taking totals instead of 
balances, as the following formula shows. The result will be the same 
by either method, the first method being, to my mind, much the more 
practical. 

Other forms of cash are appended hereto, and may be of interest to our 
readers who may be able to obtain useful ideas therefrom. 

The cash book should always be so arranged as to show the principal 
at a glance, the amount of cash on hand and at bank. 

CASH ASSETS.— See Assets (Floating). 

CASH BALANCE BOOK. — In small businesses the cash balance book 
is extremely useful, being a summary of all cash transactions of the day and 
showing amount on hand at bank, together with a list of all memoranda 
in the cash drawer placed there as substitutes for cash paid out but not 
entered on the cash book. Some of these daily balance books are very 
elaborate, being copies of almost the entire cash book entries for the day. 
This is unnecessary trouble, as the totals of the columns in a columnar cash 
book should be sufficient. When details are required they can be obtained 
by reference to the cash book. 

Where a daily balance book is used and the daily account is handed each 
day to the principal, it is a very useful preventative of subsequent altera- 
tions of the figures on the cash book. 

CASH DISCOUNT.— Book-keepers frequently have considerable 
trouble in keeping track of the due dates of invoices for goods purchased 
so as to take advantage at the proper time of cash discount. This question 
will be adequately considered under the heading of "Discount." 

C. O. D. — Initials used to indicate goods sold for cash on delivery. 
In businesses where this is an important department, it will be found very 
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convenient to provide for separate columns in the cash book for such sales 
A memorandum sales book should also be kept in which should be entered! 
the amount of goods sent out C O. D. A separate C. O. D. account should: 
be carried in the nominal ledger to which should be credited the amounts 
of C. O. D. columns from cash book, and all returns, and to which should. 
be charged the total of C, O. D. sales from the sales book. This account- 
will then at all times show the amount of C. O. D.'s outstanding. 

On the Boards of Trade it is customary to attach drafts to bills, thus 
making the business practically C. O. D., i. e., the consideration is not deliv- 
ered unless the draft is paid. 

C. O. D. sales books should be carefully checked over to see that every 
sale has been accounted for, i. e., either paid or returned, as there is usually 
a large loophole in this department which can easily be taken advantage of- 
by unscrupulous persons. 

CASH JOURNAL. — A book of original entry which combines the 
functions of both cash book and journal. This form of book involves a. 



0<n 


f&io 






o.-~.i 


C».K 


CD 


&Co 


D»1»v=Ws 


v::7 


z^:^^- 


ro^ 


r^ 


Dp 


T,' 


D~ rc- 


O- 




9« 


c- 


"nr^ 


p-^ 


p^n-^r 


Pr\ 




















1 


























































































■ 






















^ 


































.... 













































































































































































considerable amount of extra writing, as every amount received has to be: 
debited in the cash column, and every amount paid out credited in the cash 
column. 

CASH PRICE is the price of articles paid for in cash at the time of 
purchase, in distinction from the barter and credit prices. A sale for cash, 
is a sale for money in hand. 

CASH SALES. — The proper treatment of cash sales and the provision, 
of a check on the total receipts being accounted for is a, matter of great 
importance. In most businesses where cash sales are frequent a special 
column is provided for the record of same in the cash book. Cash sale 
ticket books with stub and perforated leaves should be provided for the 
salesmen, numbered consecutively, so that every number must be accounted, 
for. The stub should be filled out and the ticket torn off and handed to the 
cashier with the money. The cashier's tickets should be compared daily 
with the stubs of the ticket books. Another method is to use duplicate cash 
sale blanks, handing the original to the cashier with the money and filing 
the duplicates, which can afterwards be compared with entries in the cash 
book. 

CASH VOUCHER. — A receipt, or explanatory memorandum, in con 
nection with cash payments required for auditing purposes. 
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CASHIER. — In mercantile establishments the cashier is the clerk who 
keeps the cash book and handles the cash. 

In banks the cashier is usually the chief of the accounting department, 
ledger and all other clerks being included in his jurisdiction. In small 
tanks the cashier is frequently entrusted with the sole management. 

In corporations the treasurer controls the cashier's department, and 
irequently assumes the cashier's duties, 

CEMETERY ACCOUNTING.— The accounts of a cemetery associa- 
tion include a number of special items incident to the particular business of 
the association. An association of this kind has to take care of land unsold, 
real estate investments, stocks and bonds, superintendent's residence, out- 
Tiouses, bell tower, stables, barns, pavilion, fences, arbors, receiving vault, 
■steam pumps, etc., etc. In this case real estate, plant, tools, receiving vaults, 
-wells, pavilion, etc., are fixed assets. 

Care should be taken that cost of maintenance is not charged up as 
•additional assets, and a certain amount should be written off for deprecia- 
tion. Stocks and bonds might be carried in an investment account, the 
revenue derived therefrom being credited to an account which, at the end 
■of each year, would be closed into profit and loss account. 

The register of burial lots would be a very important book, as it would 
"be ruled to record the dimensions and location^ of lots, price, to whom dis- 
posed of, date, and other necessary particulars. 

CERTIFICATES OF STOCK.— Written declarations of the issue 
■of a specified number of shares of stock to the persons named therein. A 
form of certificate of stock is hereto' appended, with provision for acknowl- 
edgment of receipt of stock on stub of certificate book form of endorsement 
for transfer on back. 

The market value of certificates depends upon the earning powers of the 
■stock, thus a company paying 5 per cent, dividend per annum is generally 
■entitled to a par quotation, while the stock of a company earning more thar 
.5 per cent, per annum commands a premium. 

CERTIFICATE OF INCORPORATION,— See Charter. 

CERTIFICATE OF AUDIT.— See Auditing, 

CERTIFIED CHECK.— A promise to pay on demand on which is 
•endorsed the agreement of a bank to pay on presentation by the holder. 

Certified checks are regarded as the equivalent of cash and used as 
•deposits to insure the fulfillment of contracts where cash deposits are con- 
sidered riecessary. 

It has been held by the United States Courts that a certification of a 
•check is a declaration on the part of the bank that it has taken from the 
account of the signer money enough to pay it, and holds the same subject to 
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the payee or his assigns, no matter how long the delay in presentation. 
According to this decision payment on a certified check cannot be stopped. 

CERTIFIED CHECK.— (Com. Law).— A check which has "been 
recognized by the proper officer as a valid appropriation of the amount of 
money therein specified to the person therein named, and which bears upon 
itself the evidence of such recognition. 

The term as commonly understood implies that the check certified has 
passed from the custody of the bank and into the hands of some other 
persons. 

Certification of a check is usually accomplished by writing the name 
of the officer authorized to bind the bank in that manner or the word "good," 
across the face of the check. 

After certification the bank is bound as a direct and original promisor 
to the payee, and a new contract exists on which the payee has a right of 
action directly against the bank. 

CERTIFIED STATEMENT.— A verified statement. In cases of 
liquidation or bankruptcy, statements of claim must be verified by being 
sworn to before a Notary Public. 

CHAIN MEASURE. — Used for measuring land in laying out roads, 

etc. 

TABLE. 
7.92 inches=i link. 
25 links:=i rod or pole. 
4 rods or 66 feet=i chain. 
80 chains=i mile (5,280 feet). 

CHALK PITS. — These are frequently leased on payment of a royalty 
of so much per ton mined. A minimum rent is usually established which 
secures to the lessor of the chalk pit a certain amount whether covered by 
the royalties or not. When royalties are insufficient to cover the minimum 
rent the difference is called "Redeemable dead rent" and carried on the 
books as an asset account until the royalties are sufficient to offset the 
amount. 

CHARGE. — A debit to an account, whether from original adjusting 
cross-entry books or any other source. 

It may be noted that while the term "charge" has to a certain extent 
supplanted the use of the word "debit," no similar interchangeable expres- 
sion has been found to take the place of the word "credit." 

Fixed Charge. — A term used to define such expenses as occur regu- 
larly from year to year, such as rents, rates, taxes, interest on funded 
debt, etc. 

CHARITABLE INSTITUTION ACCOUNTING.— See Benevolent 

Institutions. 
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By a liberal use of columns the cash receipts and expenditures can be 
dissected at the time of entry, thus greatly simplifying the work and saving 
the time of subsequent analyses for the purpose of obtaining the necessary 
detail for the annual statistical records. 

CHARTER. — A license to trade or do business under certain regula- 
tions and rules or constitution and by-laws approved by the State authori- 
ties. 

It is necessary to be very careful in drawing up articles of incorporation 
that sufficient scope is included to cover the probable developments of the 
business, for the reason that an incorporated company cannot legally embark 
in any business not specified in such articles of incorporation, and the trans- 
action of unauthorized business by a corporation is sufficient ground for a 
winding up petition. 

CHARTER PARTY. — A form of agreement whereby the owners of 
a vessel lease the whole or part of same to another person for a certain 
specified period or for the transportation of certain specified commodities. 

CHECK. — A promise to pay at sight on demand through a bank. 

A draft on a bank payable to bearer or to the order of payee. 

CHECK. — (Com. Law). — A written order or reauest addressed to 
a bank or persons carrying on the business of banking, by a party having 
money in their hands, desiring them to pay, on presentment, to a person 
therein named or bearer, or to such person or order, a named sum of 
money. 

Checks are in use only between banks and bankers and their custom- 
ers, and are designed to facilitate banking operations. It is of their 
very essence to be payable on demand, because the contract between the 
banker and the customer is that the money is payable on demand. 

As between the holder of the check and the endorser it is required 
that due diligence be used in presenting it, and, in case of non-payment, 
it should be protested in order to hold the drawer and endorsers. But 
it is not necessary to use diligence in presenting an ordinary check in 
order to charge the drawer, unless he has received damage by their delay. 

In common with other kinds of negotiable paper, they must contain 
an order to pay money, and words of negotiability. This enables a 
bona fide holder for value to collect the money without regard to the 
previous history of the paper. 

It is part of the implied contract of the banker that only checks 
properly signed by the person or firm keeping the account at the banker's 
shall be paid. Checks must, therefore, be properly signed by such person. 

Giving a check is not payment unless the check is paid. 

Receiving a certified chack is payment. 
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CHECK ENDORSEMENTS.— Varied methods have been adopted 
for the purpose of making checks not negotiable by means of special endorse- 
ments. As an illustration we refer to the crossed-check used in Great 
Britain. 

Take an ordinary check on any bank, draw two lines an inch apart at 
right angles across its face, and write between those two lines the words 
"And Co.;" then no bank in the United Kingdom will cash it across its 
counter ; no matter who endorses it, it must be paid through a bank. 

If before the words "And Co." you write the name of any particular 
bank, then that check can only be paid "Through that bank;" if above or 
below the line "And Co." you write across the face of the check these words, 
"Account Payee," that check can only be paid to the party mentioned on 
the face of the check, at the particular bank whose name is written on the 
face of the check. (A check may be crossed by its recipient, or other person 
besides the drawer without invalidating it.) 

By that means the drawer of the check, also the person who crosses it, 
knows that the proceeds of it must go immediately to the- person in whose 
favor he has made it payable, or in whose favor it is crossed — no matter 
tlirough how many hands the check may pass before it may be cleared ; and 
when it is returned to the drawer's bankers, it must come from the banker of 
the payee. 

An agitation has been in progress for some time with a view to estab- 
lishing postal checks for the transmission of small sums, the said postal 
checks to be negotiable in the usual way. The plan is to retire all present 
$1, $2 and $5 Treasury Notes, coin certificates, and silver certificates, and 
to substitute for same bills provided with blank spaces in which can be 
inserted the name and address of payee and a line for payee's receipt; then 
when it is desired to forward a small amount of money for any purpose, it 
will only be necessary to take a bill and write on its face the name of the 
person or firm to be sent to, the city and State, affixing a two-cent postage 
stamp, thus transferring the piece of currency into a personal check on the 
United States Government, which will be as safe for transmission as any 
other form of exchange. 

CHECK LEDGER.— A small ledger ruled with the ordinary debit and 
credit columns in which all accounts kept in the regular ledgers are carried 
in skeleton form, the balance of the check ledger accounts agreeing with 
the balances of accounts kept in the regular ledgers. 

CHECK MARK. — Symbols used on books of account to denote that 
the items to which they relate have been examined and found correct. 

In auditing, each auditor is expected to possess an individual check' 
mark which will distinguish his work from that of others assisting in the 
audit. 
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Check marks are also used to facilitate posting. Thus, when the cash 
book has to be posted, it is usual to first fill in the page number from the 
index in the folio column, and to make a check mark in the check column 
to show that the amounts have been posted. 

CHECK REGISTER.— A record of checks issued which usually in- 
cludes a record of amounts deposited at bank and balance at credit. 
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When checks issued are posted from the check register to the debit of 
the persons to whom issued, the check register becomes a bank cash book. 
We append the sample of the ordinary check register. 

When using a form of this kind, the checks are usually padded, as 
stubs are unnecessary. 
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A rather peculiar form of check register is used by some corporations 
which includes the features of cash journal and check book. This consists 
of a specially ruled book, on the right-hand side of which are perforated 
stubs and checks. On the left-hand side the checks are distributed to col- 
umns provided for debits to creditors, expense, merchandise, etc., and credits 
for cash to discount, postings being made from this book /direct to the 
accounts in the ledger. 
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CHECK SYSTEMS.— A number of systems have recently been 
with the object of enabling the book-keeper to check his work of addition 
and posting page by page, so that on the last day of the month he may be 
absolutely sure of his balance. These may be distinguished principally as 
check figures and reverse posting. 

The check figures used are "the proof by 9," "proof by 1 1," "proof by 
13," "proof by 19." The proof by 11 is more generally used, as it can be 
easily learned and requires no tables of reference. The proof by 9 has been 
found not to be so efficient, as there are a number of transpositions it does 
not detect. 

The proofs by 13 and 19 require the use of tables, as they involve con- 
siderable complication and a memorizing of the multiples of 13 and 19. 
Thus, to check the correctness of the addition of 564 plus 876, equals 1440, 
the nearest multiple of 19 to 564 is 551, 564 minus 551 equals 13 ; the near- 
est multiple of 19 to 876 is 874, 876 minus 874 equals 2513 plus equals 15. 
The nearest multiple of 19 to 1440 is 1425; 1440 minus 1425 equals 15, 
which proves the addition by agreeing with the total of the check figures of 
the two numbers. Many difficulties arise where the numbers to be dealt 
with are very large, such as 357896521 plus 1487659432, and for this reason 
it is not probable that these check systems will ever be very popular. 

While the check figure 1 1 is not infallible, it is reliable in most cases. 
An operation of this system may be described as follows : 

Take two amounts of five figures each. Starting at the right hand, 
add the first, third and fifth figures and deduct the second and fourth. If 
the latter exceeds the former, add 11 and then deduct. The result is the 
proof figure. 
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This illustration merely shows that the footing is correct, the footing 
of the check figures giving the same check figure as the footing of the 
amounts. But if these amounts are posted to the ledger the same operation 
will prove the accuracy of the posting. 
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We will suppose that our book-keeper is enlightened and progressive, 
and desires to prove each day's work as he goes along, so as to be able to get 
his balance promptly without trouble on the first day of the month. 

He will post from his sales book, or ticket, $484.26. As he posts the 
amount in the ledger he extracts his proof figure "4," and writes it in the 
sales book in a column which he arranges for the purpose. 

The proof figure of the footing of the sales book will then prove the 
accuracy of the postings to the ledger for the day by agreeing with the 
footing of the column of proof figures in the sales book which represent 
the postings to the ledger. The same operation will prove the accuracy 
of the day's postings from the cash book, journal, purchase record, or any 
other book, so that it is within easy reach of every book-keeper with extra- 
ordinarily little trouble to prove each day's work as he goes along, and to be 
free from all bother and trouble of errors when he endeavors to obtain his 
monthly trial balance. 

In order to make this matter perfectly clear, we append an illustration 
representing one day's work from the cash book and its proof. 
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The amounts posted to the ledger from the sundries column of the 
cash received side of the cash book are represented by the check figures in 
the check column, the footing of which is 29, or 9 minus 2 equals 2- The 
check figure extracted from the total of the sundries column — ^$12,578.68 — 
is also "7," thus proving the postings to be correct for the day. The post- 
ings from the sales book, journal, etc., are treated in like manner, each sec- 
tion of the work being thus proved separately and easily. 

In entering balances from the ledger into the trial balance book the 
check figure should be extracted first, and the amount copied from the ledger 
after. The footing of the check figures will then check the correctness of the 
amounts in the trial balance book, which have been copied from the ledger, 
and any errors will be promptly located. 

Reverse posting will be considered under that heading. 

CHECKING ADDITIONS.— (Auditing.)— The checking of addi- 
tions of any book should be done at the time the other work connected with 
that book is receiving attention if the books being audited are not exclu- 
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sively at the disposition of the auditor during the progress of the audit. 
'The amounts brought forward should also receive careful attention to see 
that they correspond with the totals of the preceding pages, 

CHURCH ACCOUNTING. — The book-keeping necessary to keep in 
ordei- the accounts of a church should be of the simplest nature. The 
membership book, or financial secretary's record, should combine the features 
of a register and ledger, the nominal disbursements and pastor's accounts 
should be kept in a small general ledger of ordinary ruling, and a cash 
journal would complete the outfit. 

The combined register and ledger should be on the lateral principle, 
ruled somewhat like the appended illustration (but changed to suit the 
special conditions of the case), with short leaves foUowitig each names page 
so that the record can be carried for as many months as desired without re- 
writing the names. 
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Each page win accommodate aoout twelve names, and they should 
be classed alphabetically, thus obviating the use of an index. By the 
adaptation of the balance account system the books can be easily kept in 
balance, as hereafter shown. 

The cash journal should be ruled with separate columns for "Members* 
Ledger," "General Ledger" and "Treasurer." At the beginning of each 
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quarter subscriptions and pew rents payable for that quarter should be 
entered up on the ledger in the "Subscribed" column, and the grand total 
charged through the journal to "Members' Account" in the "Members' 
Ledger" column, distributing the credits to their respective accounts. 

All receipts from members will be credited to "Members' Account" and 
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debited to "Treasurer." All disbursements will be debited to their respec- 
tive accounts in the "General Ledger" column and credited to "Treasurer."" 

The totals only of the columns for "Members' Ledger" and "Treas- 
urer" will be posted once a quarter. The items in the "General Ledger" 
column will be posted in detail. 

The trial balnce will be taken from the "General Ledger" accounts,, 
these representing the entire financial transactions. 

The Members' Ledger account will appear in the General Ledger as 

follows : 

MEMBERS' LEDGER ACCOUNT. 

1900. Debits. Credits. 
Jan. I. Balance from old ledger. $107 50 Jan. 31. Cash-Journal's credits ..$588 50- 
Jan. 31. Cash-Journal debits .... 560 00 Balance down 79 00- 



$667 so $667 50- 

Feb. I. Balance forward $7900- 

The quarterly financial statement of the church affairs will be made 
up in this way : 

Debits. Credits. 

Cash in hands of treasurer. Surplus (representing capital and profits- 

Members' Ledger. and loss accounts). 

Unpaid subscriptions. Creditors. 

Building and land. 'Mission and other funds for which cash- 

Furniture and fixtures. has been collected. 

Expense. 
Salary. 

CHOSE. — (Com. Law). — Personal property. 

CHOSE IN POSSESSION.— Personal things of which one has. 
possession. 

CHOSE IN ACTION.— (Com. Law).— A personal thing of which 
the owner has not the possession but merely a right of action for their 
possession ; also, a right to receive or recover a debt, or money, or dam- 
ages for breach of contract, or for a tort connected with a contract, but 
which cannot be enforced without an action. 

At common law a Chose in Action was not assignable. This nat- 
urally led to difficulties and the courts gradually yielded to the pressure- 
of necessity and, without a statute, from an early period, in equity, they 
have viewed the assignment of a chose in action for a valuable considera- 
tion as a contract by the assignor to permit the assignee to use his name 
for the purpose of recovery. And now, at common law, the assignee is. 
entitled to sue and recover in the name of the assignor, and the debtor 
will not be allowed, by way of defense to such suit, to avail himself of any 
payment to or release from the assignor, if made or obtained after notice 
of the assignment. 

V 
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By statute in England, absolute assignment by writing, under the 
■iiand of the assignor, of a chose in action, with written notice to the 
■debtor, passes the legal right thereto and all remedies thereon. 

The assignee of a chose in action, unless it be a negotiable bill or note, 
■without notice, in general takes it subject to all the equities which subsist 
against the assignor. 

CITY ACCOUNTING.— While this subject is included under the gen- 
«eral heading of Municipal Accounting, we may here discuss a question of 
interest to city auditors, namely, a system of auditing accounts payable 
which will prevent the possibility of the account being paid twice. In one 
•city ijie following system is in operation. The bills are listed and sent in 
■every month by the heads of the different departments. When the bills 
are paid they are not sent back to be receipted, but a receipt form is 
■enclosed with the check for the merchant to sign, as follows : ■ 

Received of the City of check No. 23,417, for $417.25, in payment 

of bill No. 5,756, charged to fire department. 
Name. 
Address. 
Date, ^ 1900. 

He dates and signs above and returns to the City Treasurer, who in 
'turn hands it over to the Auditor's office, where it is fastened to his bill. As 
■every bill is numbered on the back and kept in consecutive order, it is 
therefore very easy to locate the particular bill we want. The lists are 
also numbered to correspond with the bills for convenience sake. 

The card index is used, the cards being ruled in the following style : 
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Now, when Jones and Smith's bill comes in, in case it is two or more 
months old, refer to their card and see if there are any bills paid previously 
in the particular department that this bill comes' from. As the bills are 
:£upposed to be paid every month, it does not take long to look back the few 
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overlaying. It of course means some time to keep the cards numbered up 
to date, but it pays to do so. The Auditor could get along without the 
card index if he kept all the paid bills in his office and used the numbering 
method on both bills and lists. Then when a back bill appears he could 
look on his previous month's slips from the department which presents the 
bill and trace back bills in this way, being very careful he does not miss the 
firm's name in running down the list. 

Another method is as follows : 

Bills are first approved by the several boards of departments contracting 
them, and by ordinance must be in the hands of the auditor not later than 
the fifth of the month. 

He checks the bills in the extensions and footings and with a fac simile 
signature stamp affixes his approval to them. When all bills are in, they 
are entered in the auditor's journal oi bill book in the following form : 



L. P 


Bill 
No 


Names. 


Account. 


Amount 


Amount 


317 


1237 
1238 


Able & Willing 
Paioe & Frost 


Highway 

1 


440 00 
17 60 


457 60 



With a numbering machine set to "duplicate," each bill is given a num- 
ber which corresponds with that stamped in the book and which is done 
at the same time. The bills are entered in alphabetical order in each depart- 
ment, and total footing of amounts carried to the right-hand column, which 
is the amount to be posted to the department account in the auditor's ledger. 

When all bills are entered, the journal receives the approval of the 
committee on accounts from the board of aldermen, and afterwards that of 
the mayor, which latter is the auditor's authority for issuing a warrant to 
the treasurer for the payment of the bills. 
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Then after posting to the ledger, the auditor makes a second posting 
to that wonderful invention, a card index, which is arranged with guide 
cards showing the names of departments or accounts. By the end of the 
year the cards will number i,6oo and the accounts nearly 90. 

Of course there can be no question regarding bills which bear items 
of the preceding month only, but if a bill comes under date of October i, 
on which there is an item of purchase of July 25th, then reference to that 
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person's card under the proper account will show if any bill had been ren- 
dered by him on either-August ist or September ist, if not, then it is hardly 
possible that the item has been paid for. On the other hand, if a bill was 
rendered on either of those dates the card will show this fact, also the 
number of the bill, which can be consulted almost as quickly as the card 
and in the manner hereafter described. Twice a year the cards of each 
account are footed and proved with the ledger. 

Another valuable feature of this card system is the facility with which 
the detailed report of the auditor can be made up at the end of the year. 
The cards are then taken and consecutively numbered with machine from 
No. I up. Then cards of each account are sorted and the various items 
similar in character are easily grouped as "hay, grain and straw," "black- 
smithing, repairs," etc. After the report is finished the cards are easily 

Name of Goods Ordered 
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Price 






Ordered from 


Date 
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Date received 
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returned to their proper place by means of the numbers given them at the 

start. This system of tracing bills has superseded several others which 

have been in use here at various times, and a four years' trial of this seems 

to leave nothing to be desired, at least to satisfy our requirements. 

From the auditor's journal he draws off the warrant to the treasurer 

for the payment of the bills, in the following form, and on sheets lox i6 

inches in size: 

Office of City Auditor, 

City, State, Oct. 13, 1900. 
John Smith, City Treasurer. 

Pay to the persons named below, the sums set against their names, said 
sums having been approved by the Mayor. 

These sheets are preserved by the treasurer in a spring-back cover 
until the end of the year, when they are removed and secured with the 
"Klip" binders, and so kept up until several years accumulate that they 
may be permanently bound in book form. The treasurer posts the total 
footing of each amount direct from these sheets in his ledger. With this 
warrant, the auditor turns over to the treasurer the original bills, each being 
in a wrapper bearing number, firm name, department, amount, date, auditor's 
.journal page and approval. 

The bills are now ready for payment at the treasurer's ofifice, where 
checks — ^previously drawn — are given out and the bill receipted. The bills 

316 



are at this time alphabetically arranged to facilitate handling. After pay- 
ment they are arranged in packages of lOO and each package filed in its 
proper number in a nest of pigeon holes. It will thus be seen that immediate 
reference can be made to any particular bill, as before stated. At the end 
of the year the packages are securely tied, marked and stowed away in a 
vault. 

CISTERN MEASUREMENTS.— 

Square Cisterns. — Multiply the length in inches by the width in 
inches, and that product by the depth in inches, and divide the whole 
product by 23 1> 

Round Cisterns. — Multiply the depth in feet by the diameter in feet, 
and that product by 13^, and you have the number ol barrels of 3ij4 
gallons each. 

CLANDESTINE STOCK.— A secret issue of stock for the purpose 
of raising funds which it is not desired to make public. Such issues of 
stock can sometimes be made for the purpose of defrauding the public, 
who, when it is offered for 'sale, imagine it is regular stock and purchase at 
market price. 

Clandestine stock is illegal and enjoys none of the privileges of author- 
ized stock. " • 

CLASSIFICATION OF ACCOUNTS.— The arrangement of differ- 
ent classes of accounts on financial statements and books of account. 

The proper method of exhibiting on financial statements the results 
of business transacted is quite an important part of accounting, and much 
has been written on the subject by accountants of experience. It is uni- 
versally admitted that the proper arrangement of accounts is that which 
vs^ill most clearly furnish the information required by the business man as 
to the condition and results of his business. The general principle is to 
group all accounts of one kind together ; thus on a trial balance the accounts 
of some businesses may be classified as follows : 

Debits. — Available assets capable of prompt realization, such as cash, 
accounts receivable, notes receivable. 

Fixed assets of the nature of permanent investments, such as real 
estate, machinery, furniture and fixtures. 

Manufacturing Expense Accounts. — Showing cost of production, such 
as labor, material, freight. 

General Expense. — Showing cost of management and conduct of busi- 
ness, such as salaries, interest, rent. 

Credits. — Liabilities payable, such as accounts and notes payable, pay 
.roll. 

Trading Credits. — Such as sales. 
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Capital Accounts. — Such as capital stock, surplus, undivided profits, 
undistributed dividends. 

Accountants differ considerably in their views as to the classification 
of accounts on trial balances and balance sheets, but the above arrangement 
will always be intelligible and consistent. The question as to whether 
capital accounts should be at the top or at the bottom of the liability column 
can be left for others to elucidate. 

The classification of accounts on the trading and profit and loss accounts 
offers a large scope for accountants of ability in the division between cost 
of production, maintenance of plant and machinery, and administrative 
expenses. In some large modern corporations all manufacturing and gen- 
eral expense is pro rated over the various departments, involving a consid- 
erable amount of book-keeping, but in this way no detail of cost can be 
overlooked and the possibility of underestimates or erroneous prices is 
practically eliminated. Thus, one accountant recommends the following 
classification of cost of making machines : (i) Prime cost. (2) Repair 
and renewal costs on same. (3) Cost of added .equipments. (4) Repair 
and renewal costs on same. (5) Carriage costs, applicable to prime costs. 
(6) Insurance costs relating to headings i and 3. (7) Sundry special 
costs, like storage, traveling, telephone, etc. 

In a large mine the accounts are classified as follows : 

MINING DEPARTMENT — INSIDE. 

1. Cutting Coal — Airways and Gangways; Cross Headings and 
Chutes ; Breast by Car ; Breast by Yard ; Loaders and Starters. 

2. Ventilation — Fan Engineers ; Fire Bosses ; Labor ; Material. 

3. Transportation — Hoisting and Locomotive Engineers; Drivers 
and Runners; Headmen and Footmen; Door Boys and Others; Miscel- 
laneous. 

4. Mining — Labor; Material. 

5. Pumping and Hoisting Water — (a) Repajrs — Hoisting Machin- 
ery ; Wire Rope ; Tracks; Fans; Gangways; Gunboats; Cars, (b) Gen- 
eral Expense — Mine Bosses; Proving Veins; Miscellaneous; Sharpening 
Tools, etc. 

6. Repairs and General Expense — Labor; Material. 

7. Timber and Props. 

8. Powder and Supplies. 

9. Miscellaneous — Slopes ; Shafts ; Drifts ; Tunnels ; Colliery Build- 
ings; Boilers; Hoisting Machinery; Pumping Machinery; Ventilating 
Machinery; T Rails; Mine Cars; Tools; Live Stock and Stable; Office 
Furniture; Extraordinary Expenses; Breakers; Real Estate; Miners' 
Houses; Improvements; Coal Account; Coal Freights; Commissions; 
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Pay Roll ; Supply Account ; Collection Account ; Ground Rents ; Rent Ac- 
count; Colliery Accounts Receivable; Lytle; Wolf Creek and Primrose;: 
Phcenix Park ; Manhattan ; Minimum Royalty. 

1. Transportation — Locomotive Engineers; Firemen; Drivers and. 
Oilers; Headmen and Footmen. 

2. Breaker — Bosses; Dump Men; Platform Men; Slate Pickers;; 
Loaders ; Breaker Engineers. 

3. Dirt and Rock Banks — Engineers ; Firemen ; Drivers ; Laborers ;. 
Miscellaneous. 

4. Repairs — Breaker; Machinery; Conveyers; Boilers; Tracks. 

5. General Expense — Gen. Steam at Primrose ; Gen. Steam at Kears ;: 
Gen. Steam at Forestville ; Hauling Coal 5 Miscellaneous ; Engineers' Sup- 
plies; Water. 

6. Repairs and General Expense. 

7. House Repairs. 

8. Royalty and House Rent — Lytle; Wolf Creek and Primrose;- 
PhcEnix Park; Manhattan; Royalty Mined. 

9. Labor and Material — Machinists ; Blacksmiths ; Carpenters ; Ma- 
terial. 

10. Tool Repairs. 

* II. Shops and Repairs — Harness and Wagon Repairs; Labor; Feed,- 
Expense. 

12. Live Stock and Stable Expense. 

13. Mining Engineers. 

14. Administrative Expense — Superintendent and Clerks; Office- 
Expense, Rents, etc. ; Stationery and Printing ; Taxes ; Insurance ; Legal. 
Expenses; Interest and Discount. 

The balance sheet of a large packing house is arranged as follows : 

Assets — Accounts Receivable: (a) Agencies, (b) Branch Houses- 
(Incorporated), (c) Commission Houses, (d) Customers (Trade), (e) 
Railroads, (f) Sundry; Bills Receivable; Cash in Bank and on Hand. 

Consignments — (a) Products, (b) Prepaid . Freight ; Franchises;. 
Good Will, etc. 

Inventories — (a) Live Stock, (b) Raw Material) (c) Finished Prod- 
ucts, (d) Supplies in Departments, (e) Ice, (f) Repair Materials, (g) 
Store Plouse, (h) Tools and Implements, (i) Claims (Estimated Value Of), 
(j) Insurance Premiums Unexpired, (k) Interest Paid in Advance, (1) 
Mileage Not Charged, (m) Rents Not Charged. 

Investments — (a) Capital Stock, (b) Surplus, (c) Undivided Profits;: 
Real Estate ; Buildings ; Plant ; Machinery, etc. ; Agencies and Branches ,- 
Rolling Stock. 
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Liabilities — Accounts Payable-; (a) Sundry, (b) Vouchers; Ad- 
A^ances Against Consignments; Bills Payable; Capital Stock; Certificates 
•of Indebtedness ; Loans ; Marine Insurance Fund ; Mortgage Debentures ; 
Special Surplus; Surplus. 

Ci,ASSifiCATioN OF ACCOUNTS ON LEDGERS. — The accounts of a busi- 
ness should wherever possible be classified in accordance with the arrange- 
ment of the balance sheet, but in any case customers' and creditors' 
accounts should be sectionalized, and all other accounts provided for in 
■a separate general ledger, in which should be carried summary or adjust- 
ment accounts, showing the debits, credits and balances of all customers' 
-accounts and creditors' accounts in total. 

The work on ledgers can be greatly facilitated by proper classification. 
Where there are a large number of accounts they should be divided into con- 
venient sections, each section to be proved independently. Thus Accounts 
Receivable can be divided and classified as "City" and "Country" ; or as 
''Country" A-K and "Country" L-Z. Or they can be classified according to 
salesmen, according to States, in each case providing that each separate sec- 
tion shall have its representative account in the nominal ledger through 
-which the accuracy of the postings shall be checked. 

CLEARIN6 house.— One of the most important features of 
banking, not only in the United States but in other countries also, is the 
•clearing house. 

Less than fifty years ago the exchanges of checks betv/een the various 
banks in a city was carried on in the same manner in which it is done in 
-our small towns to-day — towns with too few banks to require a clearing 
house — that is, the messenger of each bank would go to each other bank 
in the city and present at the counter the checks on that bank. In some 
towns settlements were made daily, but in most they were made weekly. 
This, of course, necessitated the keeping of ledger accounts with the other 
tanks. The weekly settlements were unsatisfactory, besides being 
attended with more or less risk, and as the labor attending the attempt 
at daily settlements in our large cities containing from twenty-five to fifty 
banks was becoming exceedingly arduous, it was finally decided in 1853 
by the banks of New York City to adopt a clearing house system similar to 
that then in operation in London, England. 

The London clearing house had been established in the latter part of 
the last century. On October 3, 1853, the New York Clearing House 
Association was organized with fifty-five banks, and on October nth 
they began operations in a small room at No. 14 Wall street. This was 
the beginning of the clearing house in this country, and now every city 
an the United States containing enough banks has such an association. 
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The methods adopted by the various associations are similar, changes 
having been made in unimportant features to suit some localities, the 
main principles, however, remaining the same. 

In describing the methods, I shall refer to those in use in the New 
York clearing house. 

The city checks, as they are received by the tellers in the banks, are 
placed in a till by themselves ; they are then taken by the clearing house 
clerk, entered upon the teller's scratcher or proof book, and then assorted 
in tills, each of which has a number which corresponds to the number 
assigned to each bank by the Clearing House Association. In each city 
the banks are numbered consecutively, beginning with No. i . If a bank 
fails or drops out of the association for any reason, that number is simply 
dropped, no other bank taking it. In each till is a slip upon which, 
during the day the checks belonging to that bank are entered. (In 
some cities large envelopes are printed same as these slips, and the checks 
are listed on them before being enclosed instead of on slips.) 

Before the checks are entered on the slips, however, they are stamped 
on the back with the clearing house number of the bank that has them 
in its possession. 
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At the close of the day the slips are footed, and the totals compared 
with those shown on the teller's scratcher or proof book. The total of 
each sheet is then entered upon a sheet called the "Settling Clerk's 
Statement opposite its proper number, in the column styled "First 
Debit." The following morning the checks that come in by mail 
are added to the slips, being first entered on the teller's proof book and 
stamped, and the totals of these additions are entered in the column 
"Additions." The two debit columns are then totaled across, and the 
total of each bank, which must correspond with the final total of each slip, 
is entered in the column "Total Debit." All these columns are then 
footed, and the total footing of the column "First Debit" and "Additions" 
must agree with the total footing of the column "Total Debit." Each 
slip and its corresponding checks are then placed in a large envelope which 
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has the same bank number on it that is shown by the slip. A credit ticket 
is then made out, and all is ready for the clearing. 

Two clerks are sent to the clearing house from each bank — one called 
the delivery clerk, to distribute the exchanges, and one the settling clerk, 
to receive the exchanges and make the proper records on the settling 
sheet. They must be at the clearing house promptly a few minutes before 
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lo o'clock. On entering, the settling clerk first gives the manager the 
credit ticket before mentioned, which shows the total of the exchanges 
his bank has sent. The manager gives the credit tickets to one of his 
assistants called the proof clerk, who also has a "proof sheet" before him 
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upon which he enters the amount shown by the credit ticket in the column 
"Banks Credit" opposite the bank represented by the ticket. 

At the tap of a gong the settling clerks occupy their respective desks 
with their settling sheets before them, and the delivery clerks take their 
positions in front of their desks, each having a receipt list or "Delivery 
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Clerk's Statement," as it is called, with the amount of the exchanges opposite 
the name and number of each bank. 

Each clerk being in his place, the manager then strikes the gong a 
second time, which is a signal for the clearing to begin. 
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Each delivery clerk then advances to the first desk on his right and 
delivers the exchanges belonging to that bank and takes the receipt from 
the settling clerk; he continues, passing around from right to left until 
he reaches his own desk, when the exchanges are completed, and each 
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delivery clerk has a receipt for each package delivered. Each delivery 
clerk then checks off his statement with his settling clerk's sheet to 
prove it. 

The settling clerks h-'N'-e entered upon their sheets in the column 
"Banks Credit," the amount of each package delivered them, opposite 
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its respective bank. These are checked back with a small check ticket 
that has been delivered to each settling clerk by the delivery clerks. The 
delivery clerks then gather up their exchange packages and return to their 
banks, and the settling clerks complete the settling by footing up their 
columns of "Bank Credit," and making out a "Debit Ticket." This ticket is 
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given to the manager's proof clerk, who enters it on his proof sheet in the 
column "Banks Debit," opposite their respective banks. When all the 
"Debit Tickets" have been received by the proof clerk and entered upon his 
sheet, the totals of the columns "Banks Debtor" and "Banks Creditor" should 
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agree. He then strikes the balances, or rather takes them from the "Debit 
Tickets," and enters the credit balances in the column "Due Banks," and the 
debit balances in the column "Due Clearing House." These two columns 
then footed, their totals should also agree. In case there is a difference the 
manager announces it, and the settling clerks at once revise their work, and 
when errors are discovered a correction ticket is made out and sent to the 
proof clerk, who corrects the amount against the bank making the error. The 
proof then being complete, the fact is announced by the manager. 

The whole process generally takes about half an hour, as it is seldom 
that a correct proof is struck at first. When the time from beginning to 
exchange to the announcing of proof is over forty-iive minutes, the bank 
or banks causing the delay are fined. 

The column on the Clearing House proof sheet "Due Clearing 
House" shows the balance due from each debtor bank to the Clearing 
House. This amount must be paid to the Clearing House in gold or legal 
tenders, or, in what is now largely used in place of these. Clearing House 
gold certificates, before 1 130 p. m., for which each debtor bank receives a 
receipt. At 1 130 p. m., or as soon as proof is made of the money paid in, the 
credit banks receive their balances due them, for which they give their 
receipt in a book for that purpose. 

By 3 p. m. the settlements are completed, and many millions have 
changed hands. 

The gold certificates mentioned are issued by the United States 
Treasury Department in exchange for gold, and are in denominations 
of $5,000 and $10,000, and are found much more safe and convenient 
than the actual gold in the settling of the Clearing House exchanges.- 
They are valid only in Clearing House settlements, or directly between 
banks, and may be counted as part of their reserve by National Banks. 

The rules and regulations for the management of a large Clearing 
House are very strict, and a system of fines for carelessness or negligence 
has been found necessary. The principal ones will be found below : 

FINES. 

Errors on credit side settling clerk's statement $3 00 

Errors on debit side 2 00 

Errors in tickets 2 00 

Errors in footing amount received 1 00 

Disorderly conduct 2 00 

Want of punctuality 2 00 

Debit banks failing to pay balances by 1:30 p. m 3 00 

Errors in delivery or receipt of exchanges 1 00 

Another very important use in the Clearing House Association is 
found in the fact that, according to the old motto "in union there is 
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They consuh together as to the best fmancial methods ; they 
stand by each other in case of panic, or a run upon any of their banks. 
Each bank is obHged to furnish the Clearing House a weekly statement 
of its condition, and in many cities a statement made up from these by 
the manager of the Clearing House is published weekly. All this tends 
to better banking and greater safety, and anything which has these points 
in view is certainly worthy of note. 

CIvERK. — (Com. Law). — A person in the employ of a merchant, 
who attends only to a part of his business, while the merchant himself 
superintends the whole. He differs from a factor in this, that the latter 
supplies, wholly, the place of his principal in respect to the property con- 
signed to him. 

CLOTH MEASURE.— 

2J4 inches (in.)=l nail — na. 
4 nails (9 in.)=l quartei — qr. 
4 quarters=l yard — ^yd. 

CLOTHING BUSINESS ACCOUNTING.— The method adopted 
by one large establishment of this nature for keeping track of their manu- 
facturing department and stock, is as follows : 

A stock book is kept, which is used as a record of goods ordered, 
manufactured, shipped, billed and received. The transportation point 
of the concern is in the West, but the manufacturing is carried on in New 
York, shipping in cases to San Francisco. The manner in which this is 
done is as follows : 

The goods to be manufactured is given a lot number. (See No. i.) 
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Style of goods to be ordered. (See No. 2.) 

Date goods are ordered. (See No. 3.) 

Quantity ordered. (See No. 4.) 

Date suits are cut in New York to be made. This date comes from 
New York. (See No. 5.) 

Quantity cut in New York. (See No. 6.) 

Cutting tickets No. which is from New York. (See No. 7.) 

Date of invoice from New York. (See No. 8.) 

Quantity billed. (See No. 9.) 

As soon as shipment begins, the shipping clerk has a book in triplicate 
marked case tags, which are numbered in triplicate and numerically, the 
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contents of the case are indicated on these tags, the duplicate being sent 
direct to us by mail to advise what is being sent and is checked off on its 
receipt here as shown in column lO. 

The triplicate tag is sent in the case and is checked off on its arrival 
by the receiving clerk to verify the duplicate tag and is checked off in 
column. 

The original is kept in New York and is used in the same manner 
as here. 

Indicates the re-orders if these be made of the same lot. 

When complete. 

The next book is termed the manufacturing book, and is used as a 
record of the cost in manufacturing goods. (See illustration.) 
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No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. 
No. ID. 
No. II. 
No. 12. 
No. 13. 
No. 14. 
No. 15. 
No. 16. 
No. 17. 
No. 18. 



I. 
2. 

3- 
4- 

5- 
6. 

7- 
8. 

9- 



Date of ordering. 

Style of goods used. 

No. yards used in making suits. 

Price of goods. 

Price of making coats. 

Price of making pants. 

Price of making vests. 

Cost of making coats, pants, vests. 

Cost of trimming. 

Cost of cutting. 

Total cost of cloth, yards used. (See nos. 3, 4.) 

Quantity made. 

Total cost of making. (See Nos. 8, 9, 10, 11.) 

Lot No. of goods made. 

Description of goods made. 

Name of manufacturer of goods used. 

Cost of each garment. (See 12, 13.) 

Sizes of suits made. 



CLOSING ENTRIES.— The charging of expenses and losses and 
crediting of profits to the profit and loss account preparatory to the distri- 
bution of net profits or surplus. It is usual to close out these accounts at 
the end of each fiscal year. 
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The method usually adopted in treating inventory is to make an arbi- 
trary credit of the amount in the merchandise account, bringing same 
down as the new balance and transferring the difiference between the debit 
and credit side of merchandise account with inventory added to the profit 
and loss account. The modern method is to close out merchandise 
account in the ordinary way and then make a journal entry, charging new 
merchandise account with the amount of the inventory, and ci-editing 
same to profit and loss. 

It is well to note that accrued wages should be charged to Trading 
Account — ^that is, against gross profits, and accrued interest, unearned 
insurance, etc., should be credited direct to profit and loss. The question 
as to whether these classes of items should be incorporated in the balance 
sheet without opening temporary accounts to represent them in the ledger 
is a matter of opinion. In making an audit of books the auditor fre- 
quently finds such items entirely disregarded and a disinclination to put 
them through the books. In such cases the auditor will incorporate them 
in his balance sheet with proper explanations. 

All inventories of stationery, stamps, coal and other supplies should 
be deducted from expense accounts prior to their being closed into profit 
and loss. 

Expense and similar accounts should not be closed at the end of each 
month and balances brought down, as it is important for the preparation 
of financial statements at the end of the year that the totals of all such 
accounts be readily accessible. 

CLUB ACCOUNTING.— The main features of a suitable account- 
ing for clubs will embrace a check on the use of supplies and on the receipts 
from members. 

With regard to supplies purchased, a purchase ledger can also include 
the feature of a stock record by providing columns in which will be entered 
the quantities of supplies delivered from storeroom upon the order of the 
chef. It is probably best to treat such a record in a similar manner as 
consignments in a mercantile business, the ledger having on the debit side 
columns for quantities of goods received, and on the credit side columns 
for quantities of supplies given out. At the end of each week or 
month, it is an easy matter to make a recapitulation of the totals of these 
columns showing quantities used, for purposes of comparison with quan- 
tities used in previous weeks or months as compared with revenue pro- 
duced. 

The bar and billiard room should be provided with cash registers 
and the receipts from these sources kept separate from receipts from 
dining room on the nominal ledger. 
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By adopting such a system the manager of a club will be able to keep 
a very accurate check on the business of the club. 

COAL BUSINESS ACCOUNTING.— The following is a method 
used of keeping track of coal received : 

Figure i is a report of cars received at the yard, which is made out 
daily by the foreman and sent to the office. As will be seen, it gives 
the date, car number, initial, place from, from whom, kind, weight and 



Fig. 1. 
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, 1897. 
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Who From 


Kind 


Weight 


Disposition 


14807 


U.P. 
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...Yard Foreman. 



disposition, which are entered in the coal record (Fig. 2). After entering 
the report from the yard there will be three vacant spaces, and to fill those, 
take the expense bills which are received from the railroad company, find 
the car number that corresponds with the one in the record and enter 
the W. B. No., Pro. No. and charges, always making sure that the party 
it is from and the weight in coal record agrees with the expense bill. By 
this means a complete check upon all cars that come in is obtained. 

As an illustration, suppose that the foreman fails to report a car. 
After entering all the record calls for, there is one expense bill that does 



Fig. 2. 
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not check. The foreman is immediately called up and asked why he has 
not reported that car. He will then have to look the matter up and report 
next day, or as soon as he can find disposition. The same applies if he 
reports a car and an expense bill is not received. 

When reference to a car is desired, it can always be found without 
trouble in this record which contains a complete history of same from 
receipt to disposition. 
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It has been found useful to devise special sales books for the coal" 
business providing separate quantity and money columns for the different 
kinds of coal sold, so that by footing these columns at the end of the 
month, a record is obtained of the total quantity and value of each kind 
of coal sold. If the purchase record is ruled in the same way the difference- 
between the quantity columns of sales book and purchase record will 
show inventory which should be on hand, thus furnishing a valuable check, 
on the yard. 

Some concerns have their ledgers ruled with columns to show kind: 
of coal furnished each customer, so that when the customer orders "one- 
ton of coal same as last" a reference to the ledger is all that is required, 
to obtain the necessary information to fill the order correctly. 

A proper arrangement of sales book and purchase record will also- 
greatly facilitate the accounting in businesses where the sale of coal and 
lime, or coal and lumber, are combined, so that separate trading accounts- 
can be kept with each department and the amount of profit made on 
each ascertained. 

When a coal company has a number of retail yards and it is desired to- 
keep a separate record of the revenue derived from each, it will be useful 
to keep a memorandum ledger in which will be entered the quantities and. 
vklue of coal, etc., supplied to each yard. The yards may each keep a Sales- 
Book and Cash Book, same being forwarded each day to the main office in 
order that the book-keeper may post the charges to customers and record cash 
sales and expenditures. In this case it is well to provide each yard with twO' 
Sales Books and two Cash Books, one each for use on alternate days. Or 
it may be useful to have each yard report daily to the main office, amount 
of cash and credit sales, in which case the main office Sales Book and Cashi 
Book should be provided with separate columns for each yard. 

At the end of the month, the totals of sales are credited in the Memo- 
randum Ledger and expenditures debited, a trading account thus being kept 
with each yard which will show the profit or loss made. 

CODICIL. — (Com. Law). — ^Some addition to, or qualification of^ 
a last will and testament. 

All codicils are part of the will, and must be executed with the same: 
formalities. 

It is not necessary that the codicil be on the same piece of paper in. 
order that it may operate as a republication of the will. 

It has been held that a codicil duly executed, and attached or referring- 
to a paper defectively executed as a will, has the effect to give operation ta 
the whole as one instrument. 

There may be numerous codicils to the same will. In such cases, 
the latter ones operate to revive and republish the earlier ones. 
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COINS. — Value of foreign coins in United States money. 

GOLD COINS. 



COUNTRY. 



-Austria 

Austria 

Austria 

Belgium 

Brazil 

Central America 

Central America 

Chili 

■Columbia and South America generally. 

- Columbia 

^Columbia 

Columbia 

Costa Rica 

Denmark 

Denmark 

ggypt • 

England 

France 

German Empire 

-Greece 

India (British) 

■ Italy 

__ Japan 

.Mexico 

Netherlands 

- New Grenada 

Norway 

. Peru 

Portugal 

Russia 

'Spain 

Spain 

- Sweden 

Sweden 

: Tunis 

Turkey 

- Austria 

-Austria 

. Austria 

Belgium : 

Bolivia 

Brazil 

Canada 

•Central America 

Chili 

Chili 

China 

- China 

Denmark 

ggypt ; 

- England 

England 

England ^ 

. France 

North German States 

North German States 

South German States 

German Empire 

■Creece .*. 

Hindostan 

Italy 

.Japan 

. Japan 

Mexico 

Netherlands 

Norway 

'.New Grenada 

JPeru 

-Portugal 

Houmania 

IRussia 

Spain 

Sweden 

Switzerland 

Tunis 

Turkey 



DENOMINATION, 



- Fourfold ducat 

4 florins (new) 

Ducat 

25 francs 

29 milreis 

2 escudos 

4 reals 

10 pesos (dollar) 

Old doubloon 

20 pesos, "Bogota".. 

20 pesos, "Medellin" 

20 pesos "Popayan" 

10 pesos 

20 crown 

Old ten thaler 

Bedidlik (100 piasters) 

Pound or sovereign (new). 

20 francs 

New 20 marks 

20 drachms 

Mohur, or 15 rupees 

20 lire 

20 yen 

Doubloon 

10 gilders 

10 pesos (dollars) 

20 crowns 

y 20 soles 

Coroa (crown) ... 

5 rubles.... 

100 reals 

80 reals 

Ducat 

Carolin (ro francs) 

25 piasters 

100 piasters 



SILVER COINS. 



Old rix-dollar 

New florin 

New Union dollar 

5 francs 

New dollar 

Double milreis 

20 cents 

Dollar 

Old dollar 

New dollar 

-Dollar (English mint). 

10 cents 

2 rigsdaler 

Piaster (new) 

Shilling (new) 

Shilling (average) 

Florin 

S francs 

Thaler, before 1857 

Thaler (new) 

Florin 

5 marks (new) 

5 drachms 

Rupee 

5 lire 

1 yen 

50 sen 

Dollar 

2% gilders 

Specie daler 

Dollar of 1857 

Old dollar 

SCO reis 

2 lei (francs) new 

Ruble 

5 pesetas (dollars) 

Riksdaler 

2 francs 

5 piasters 

20 piasters 



Value 


N 


U.S. 


Money 


$ 


cts. 


m. 


9 


'3 


1 


I 


93 


5 


2 


27 


9 


4 


72 





10 


89 


3 


,1 


68 


7 





4ii 


7 


9 


11 


4 


IS 


59 


2 


18 


94 


6 


19 


OS 


5 


18 


96 


2 


a 


44 


7 


.s 




8 


7 


89 


8 


4 


97 


3 


4 


86 


5 


,1 


84 


5 


4 


7b 


3 


.1 


44 


2 


7 


10 


3 


3 


84 


5 


iq 


94 


2 


i.S 


60 





.1 


99 


3 


9 


67 


4 


5 


35 


8 


19 


23 


7 


.S 


80 


S 


3 


97 


5 


4 




3 


3 


86 


2 


2 


23 


6 


I 


93 


4 


2 


99 


5 


4 


35 


8 





95 


4 





4S 


3 





68 


I 





91 


5 





91 


5 





95 


4 





17 


6 





9.1 


5 





99 


6 





91 


6 





99 


z 





09 


9 


I 


03 


2 





03 


8 





21 


4 





20 


9 





42 


9 





91 


6 





67 


8 





68 








38 


9 





91 


9 





82, 


2 





43 


4 





91 


7 





99 


1 





40 


8 





99 


8 





96 


4 


I 


93 


2 





91 


I 





99 








46 


3 





34 


I 





74 


I 





91 


4 





26 








33 








.58 


S 





8z 


I 
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COLLATERALS. — Negotiable paper deposited to secure loans or 
credits, such as deeds of property, certificates of stock, bonds, notes and 
accounts receivable. 

A memorandum should be made of the disposition and location of 
such certificates, notes, etc., but while some accountants open "a "collateral 
account" on the ledger, in which to carry such memoranda, this is gen- 
erally considered unnecessary. 

COLLECTION AND EXCHANGE.— The amount charged by the 
bank for collecting notes and drafts through other banks, or clearing 
country or foreign checks. 

Every day there are thousands of checks sent to the wholesale houses 
in our large cities by their country customers. These checks are personal 
to a large extent and are payable at the town where the drawer of the 
check resides. The customer sends his personal check to avoid the 
expense of buying a draft on New York or Chicago, etc. When these 
checks are received by the wholesalers they have to be returned to the 
town from whence they came to be cashed, and country bank charges the 
wholesalers' bank for making the collection from the man who drew the 
check. 

This system causes a great deal of annoyance and trouble, and large 
country houses now carry an account with a New York or Chicago bank, 
and by this means avoid the expense of purchasing exchange, or the 
annoyance of being charged with collection by the wholesale houses. 

These items are frequently carried in Interest and Discount account. 
Where a separate account is kept the cost of city collections and those 
made through collection agencies should be included. 

COLLECTIONS (SYSTEMS OF).— Systems employed in obtain- 
ing payment of due bills. 

The most efficient manner of keeping track of due accounts and obtain- 
ing payment for same, is a matter of great interest to credit men and book- 
keepers, and tons of literature of more or less merit have been written 
in regard to credits and collections. We append quotations from two 
recent articles on the subject of collections which will undoubtedly be of 
value to those who have charge of this important -department of business. 

COLLECTION REGISTERS.— The collection register is usually 
the first book of entry at which the young man in a bank begins his 
clerical work, and its form is too well known to require explanation. It 
serves as a record tor siofht or time drafts drawn on persons living in the 
town in which the bank is situated, notes sent to the bank for collection, 
or drafts drawn by the bank's customers on outside parties, to be sent 
for collection. Care should be taken to note if drafts are drawn with or 
without exchange, and if without protest. 
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After the drafts have been entered and presented to the drawee, 
those refused should be marked "Ret'd" opposite its entry on the register, 
and the draft returned to the parties from whom it was received. After 
a time-draft is accepted, it is placed in a folder, on tlie outside of which is 
written the register number, the acceptor's name, the amount of the draft, 
the names of the last endorsers and the date of their letter. 

36785 
John Brown 

$45-59 

July 23 

Merchants' Nat'I. 

Letter 7-16 

These time-drafts and collection notes thus enclosed are placed in a 
bill-clip in sequence of the date on which they fall due, and, when paid 
or charged to the acceptor's account, the wrapper is marked "Paid and 
Remitted" by the cashier and placed on the collection desk. From the 
number on the wrapper, reference is made to the register and the cor- 
responding item marked "Paid," together with the date of payment, after 
which the wrapper is placed on the spindle upon the cashier's desk, where 
it serves as an advice to him in making remittance to the drawer or last 
endorser. 

Collection items in country banks are usually of small amount and 
of more or less annoyance to a busy cashier, unless he feels that the record 
is being properly kept, notes and time-drafts correctly timed and filed, 
and all drafts presented to the drawees promptly and in a courteous 
manner. 

Collection registers vary considerably in form and are kept on cards 
as well as in bound books. A much recommended form used by bankers 
contains the following columns: 

No., Note, Draft or Check, Instructions, Date, Time, Rate, From 
whom received. Letters, Name of Payee, Name of Payor, Where Payable, 
To whom sent. 

Date, Amount, Interest, Total, Disposition, Remarks. 

This is called a combination collection register and diary, and it is 
claimed that the form includes every information that will be required in 
deahng with the collections contained therein. 

Where traveling salesmen make collections for mercantile houses, 
they should be required to remit the full amount collected and to report 
on a form so arranged that the book-keeper can post direct therefrom to 
his ledger, only journalizing totals of cash received from the salesmen. 
Such a form should contain the following columns : 
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Salesmen's Names, Date, From whom collected. Ledger Folio, Dis- 
count, Total Accounts Receivable. 

Where a business is not large enough to justify a collection register, 
the book-keeper can keep track of the progress of collection by a set of 
small signs, thus: 

"Statement" by a cipher; "Please Remit" by a small perpendicular 
line; "Will Draw on 10th," by a small horizontal line; "Remittance Prom- 
ised," by a plus sign; "Draft Made," by check-mark; "Draft Returned 
Unpaid," by a cross. 

A register of collections recorded on cards has been recommended 
as follows: 

The equipment necessary is simply a case of drawers, cards, manilla 
folders and indexes as described below. The number of drawers in the 
cabinet depends, of course, upon the number of collections to be taken 
care of. In order that both the cards and folders may be used in the same 
case, the same size has been adopted for each — i. e., 4 inches high and 6 
inches wide. ' 

Credit Reports. — Credit is for the most part based upon experience 
and the reports of others. This information may be in the form of reports 




from mercantile agencies, from salesmen, or from concerns who have had 
previous dealings. 

It has always been a problem to preserve these reports so that the 
information contained could be referred to quickly. It has been found 
most convenient and practical to use folders of heavy manilla paper. 

One is devoted to each concern, and all reports from agencies, banks 
or other sources are attached to the inside of the folder, one above the 
other, the latest report always being on the top. As the reports are 
usually 8 inches wide, while the folders are 6 inches, it is necessary to fold 
in the edge of the reports to make the width 6 inches. 
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The folder is printed with a suitable form for a recapitulation of its 
contents, so that a hasty examination can be made without reading the 
report fully. 

The indexes are arranged in alphabetical order, and the folder of any 
customer desired may be found instantly. 

Records of Customers. — In conjunction with the above system should 
be an index of customers by locality. The customers are represented by 
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cards, both fronts and backs being printed with a suitable form to contain 
the information that the credit man desires to preserve. In the case illus- 
trated the cards are used for a very careful summary of all the information 
secured from the reports and from actual experience. 

If very vital changes are to be made it is sometimes necessary to 
replace the old card with a new one. In this event the old card is pre- 
served for future comparison. Information . of value to the sales and 
manufacturing departments can also be recorded on these cards, when the 
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system is used in a small business where both of these departments would 
have access to the cards. 

An arrangement by locality is valuable, as the credit man can tell 
by referring to his index the condition of the customers in the localities 
at that time being covered by salesmen. If collections are made by sales- 
men this feature is of particular advantage. 
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CoLLECTiONS.^For keeping in close touch with accounts, notes and' 
claims, card records are frequently used. 

The indexes are arranged by months, and under each month by dates. 
Cards are made out for each claim, note or account. These are filed ahead 
to the dates when they become due; statements should be sent, debtors 
should be written, payments should be made, interest paid, etc., following- 
the course of the accounts through every stage until they are finally closed. 

As the arrangement of the cards is simply chronological, it would be: 
difficult to find any card name if it were not for the alphabetical tabs or 
projections as shown on opposite page. These projections are in different 
positions along the tops of the cards corresponding with the letters or 
the alphabet. Projections on the extreme left of the cards indicate that 
the cards bear names beginning with "A," in the next position toward the 
right names beginning with "B," etc., until the twelfth letter is repre- 
sented by a card with the projection on the extreme right. 

As there are twenty-six letters in the alphabet, it is necessary to have- 
two rows of these cards and combining X, Y, Z on the last card of the 
second row. This necessitates the letters A and M being on cards with 
the same projections, and similarly throughout the alphabet, but it is- 
very easy in fingering over the cards to distinguish the A's from the M's, 
the B's from the N's, the C's from the O's, etc., at a glance. 

This system will bring to notice each day those accounts which should . 
have attention. It obviates the necessity of going through the ledger- 
every day or so to refresh the memory as to the accounts and payments of 
any delinquents. 

After the cards are filed away they become valuable for reference, 
as showing how previous accounts have been paid. It may take some- 
time for a credit man to get this system thoroughly installed in the office - 
and in perfect working order, but he will soon find that in the hands of 
his stenographer or clerk it will almost automatically take care of the 
detail credit work of his office with very little of his personal attention, 

COLLEGE ACCOUNTING.— The most important feature is the 
record of students and a system of taking care of supplies and keeping 
track of all expenditures for maintenance and administration. 

The charges to students should be made in a specially ruled book 
corresponding to the mercantile sales book, in which will be provided 
columns for board, laundry, stationery and supplies, house rent and sun- 
dries. The totals of each column will in this way show the total revenue 
derived from each source, while the voucher register will show the total 
expenditures and net profits of each department. 

A record is also kept of studies and general history of each student, 
the record of studies being on one side and the student's personal record- 

335 



•on the other. The record of studies can be ruled with columns for each 
term of each year during which the student attends, the different subjects 
included in his course of study being entered in the names column. 

The student's individual record will consist of the usual information 
■desired, as the date of birth, nationality, date of entrance, date of leaving 
•college, previous graduations and average standing during attendance, 
■degrees conferred, etc. 

The voucher register will be properly divided into general expenses, 
operative expenses, educational expenses, maintenance of plant and new 
plant equipments. 

Under the head of General Expense will come: Advertising; Care 
of Grounds; Heat and Light; Insurance; Postage; Printing; Traveling 
Expense; Officers' Salaries. 

Under the head of Operative Expense will come : Farm, Dairy ; 
Horticulture; Poultry; Horse Barn; Board Departments. 

Under the head of Education Expense will come: Students' Sta- 
tionery and SuppHes; Janitor's Supplies; Janitor Work; Salaries of Em- 
ployees; Salaries of Instructors; Apparatus; Supplies; Library Books. 

Under the head of Maintenance of Plant will come : Repair Material 
"Stock"; Main Building; Chemical Laboratory; Grove Cottage; Cottage 
No. i; Cottage No. 2; Cottage No. 3; New Dormitory; Old Dormitory; 
Farm House; Farm Barns; Agricultural Laboratory. 

New Plant and Equipment consists of: Title; Check; Amount; 
"Vouchers Payable Cr. 

COLLIERY ACCOUNTING.— See Mining. 

COLOR. — Ae first sight this subject does not seem to have much to do 
■with accounting, and yet it appears to be quite important to many who 
"have to keep books of account. 

1. Paper. Many book-keepers assert that white paper is injurious 
to the eyes and insist on yellow or amber tinted paper. 

2. Ruling. Too many red down lines are supposed to dazzle the 
■eyesight, and the more modern books of accounts are studies in harmonious 
•colors so far as down-ruhng is concerned. 

3. Binding. When ledgers are divided into sections, such as City- 
Country, Indiana-Illinois, Iowa-Michigan, etc., it is convenient to bind them 
in different colors of leather— the usual distinguishing colors being Red, 
Black, Green. In the same way, where canvas covers are used the ledgers 
can be covered in White, Gray, or Black canvas. 

COLUMNAR BOOKS.-A title applied to books of account in which 
■separate columns are provided for accounts to which there are a large 
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number of charges or credits per month. The totals of these columns are 
posted at the end of the month, thus saving the time and labor of posting the 
items in detail day by day. The columnar arrangement is now largely used 
on cash books, journals, department sales books, voucher, records and all 
books of statistical record. 

COMMERCIAL REPORTS.— Special reports received from Dun or 
Bradstreet can be very conveniently kept as per the illustration given below. 
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COMMISSION. — The percentage paid by one person to another as 
remuneration for goods sold as agent, or services performed. 

The sum charged for buying and selling on behalf of another person, 
whether arrived at by percentage or otherwise. 

COMMISSION ACCOUNT.— A ledger account representing com- 
missions paid or payable. 

The book-keeper will find it necessary to keep close watch of this 
account in order to secure his principals against paying commission on 
unreliable accounts, deductions for claims and allowances, rescinded orders, 
etc. It is therefore usual to carry a memorandum commission account, 
agents or salesmen being credited only with commission as same is earned. 

Commission paid is a selling expense and is charged against gross profit 
brought from the trading account, when there is a credit balance. When 
goods are bought "on sale" the sales are not usually included in the trading 
account, but are treated separately. Commissions paid and commissions 
received should not be mixed in one account. 

COMMISSION AND BROKERAGE.— See Brokerage. 

The charges made by brokers are usually on the par value of stocks 
dealt in, no matter what the market price might be. The broker, therefore, 
makes no more if the stock is at a premium and gets no less if the stock is at 
a discount. 

COMMISSION BUSINESS ACCOUNTING.— See Consignments. 
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COMMON CARRIERS.— (Com. Law).— A common carrier is one 
whose business, occupation, or regular calling is to carry chattels for all 
persons who may choose to employ and remunerate him. 

The definition includes carriers by land and water. They are, on the 
one hand, stage coach and omnibus proprietors ; railroad and street railway 
companies; truckmen, wagoners, and teamsters, carmen and porters; and 
express companies, whether such persons undertake to carry goods from 
one portion of the same town to another, or through the whole extent of 
the country, or even from one State or Kingdom to another. And, on 
the other hand, this term includes the owners and masters of every kind of 
vessel or water craft who set themselves before the public as the carriers, 
of freight of anykind for all who choose to employ them, whether the 
extent of their navigation be from one continent to another or only in the 
coasting trade, or in river or lake transportation, or whether employed in 
lading or unlading goods or in ferrying, with whatever mode of motive 
power they may adopt. A pipe line company is a common carrier bound 
to receive and transport, for all persons alike, all oil instrusted to its care, 
and is not in any sense an agent for the person who employs it to transfer oil. 

It has been doubted whether carmen and coasters were common carriers ; 
but these cases stand alone, and are contradicted by many authorities. Tel- 
egraph or telephone companies are not carriers ; but they are subject to the 
rules governing common carriers and others engaged in like public employ- 
ment. 

Common carriers are responsible for all loss or damage during trans- 
portation, from whatever cause, except the act of God or the public enemy. 
The act of God is held to extend only to such inevitable accidents as occur 
without the intervention of man's agency, which could not be avoided by 
the exercise of due skill and care; but where freight cars are stopped by a 
flood and the contents stolen, the loss is not due to inevitable accident, act 
of God, or insurrection. 

The carrier is not responsible for losses occurring from natural causes, 
such as frost, fermentation, evaporation or natural decay of perishable 
articles, or the natural and necessary wear in the course of transportation, 
or the shipper's carelessness, provided the carrier exercises all reasonable 
care to have the loss or deterioration as little as practicable. 

In every contract for the carriage of goods by sea, unless otherwise 
expressly stipulated, there is a warranty on the part of the ship owner that 
the ship is seaworthy when she begins her voyage, and his undertaking is 
not discharged because the want of fitness is the result of latent defects. 

Carriers, both by land and water, when they undertake the general 
business as of carrying every kind of goods, are bound to carry for all who 
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offer; and if they refuse, without any just excuse, they are liable to an 
action. But the business of a common carrier may be restricted within 
such limits as he may deem expedient, if an individual, or which may be 
prescribed in its grant of powers, if a corporation, and he is not bound 
to accept goods out of the line of his usual business. But should the carrier 
accept goods not within the line of his business, he assumes the liability 
of a common carrier as to the specific goods accepted. The carrier may 
require freight to be paid in advance; but in an action for not carrying, 
it is only necessary to allege a readiness to pay freight. It is not required to 
prove of allege a tender, if the carrier refuses to accept the goods for trans- 
portation. The carrier is entitled to a lien upon the goods for freight, and 
for advances made to other carriers. The consignor is prima facie liable 
for freight; but the consignee may be liable when the consignor is his 
agent, or when the title is in him and he accepts the goods.. 

Common carriers may qualify their common-law responsibility by 
special contract. A carrier can not exact as a condition precedent that a 
shipper must sign a contract in writing limiting the common law liability. 
A contract, to qualify the common-law liability may be shown by proving a 
notice, brought home to and assented to by the owner of the goods or his 
authorized agent, wherein the carrier stipulates for a qualified liability. Or 
it may be reduced to writing, in the form of a bill of lading. A contract by 
carrier limiting his liability for negligence is governed by the lex loci con- 
tractus. 

But the carrier cannot contract against his own negligence or the 
negligence of his employes or agents. 

Railroad companies, steamboats and all other carriers who allow express 
companies to carry parcels and packages on their cars, or boats, or other 
vehicles, are liable as common carriers to the owners of goods for all loss or 
damage which occurs, without regard to the contract between them and such 
express carriers. 

Railways, steamboats, packets, and other common carriers of passen- 
gers, although not liable for injuries to their passengers without their fault, 
are nevertheless responsible for the baggage of such passengers intrusted to 
their care as common carriers of goods; and such responsibility continues 
for a reasonable time after the goods have been placed in the warehouse or 
depot of the carrier, at the place of destination, for delivery to the passenger 
or his order. Where one company checks baggage through a succession of 
lines owned by different companies, each company becomes responsible for 
the whole route. The baggage check given at the time of receiving such bag- 
gage is fegarded as prima facie evidence of the liability of the company. 
It stands in the place of a bill of lading. Baggage will not include mer- 
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chandise. Jewelry and a watch in a trunk, being female attire, are regarded 
as proper baggage. But money, except a reasonable amount for expenses, 
is not properly baggage. 

The responsibility of common carriers begins upon delivery of the goods 
for immediate transportation. A delivery at the usual place of receiving 
freight, or to the employes of the company in the usual course of business, 
is sufficient, but where carriers have a warehouse at which they receive goods 
for transportation, and goods are delivered there not to be forwarded until 
some event occurs; the carriers are, in the meantime, only responsible as 
depositaries ; and where goods are received as wharfingers, or warehousers, 
or forwarders, and not as carriers, liability will be incurred only for ordinary 
negligence. Where goods are injured because of insecure packing or boxing, 
the carrier is not liable ; but where it does not appear that they were received 
as in bad order, or that they were so in fact, the presumption is that they 
were in good order. Where there was less than a car load of goods, and 
there was no agreement on the part of the carrier to transport them in a ven- 
tilated car, although it was requested by the carrier that they should be so 
shipped, it was held that the carrier was not liable for the loss of perishable, 
goods. 

The responsibility of the carrier terminates after the arrival of the goods 
at their destination and a reasonable time has elapsed for the owner to receive 
them in business hours. After that, the carrier may put them in a warehouse^ 
and is only responsible for ordinary care. Where goods are delivered to the 
consignee in violation of instructions not to deliver without a bill of lading, 
the company is liable to the shipper, for loss thereby sustained. In carriage 
by water, the carrier is, as a general rule, bound to give notice to the con- 
signee of the arrival of the goods ; and the delivery of the goods from a ship 
must be according to the custom and usages of the port and such delivery will 
discharge the carrier of his responsilbility. 

Where goods are so marked as to pass over successive lines of railways, 
or other transportation having no partnership connection in the business 
of carrying, the successive carriers are only liable for damage or loss 
occurring during the time the goods are in their possession, for transporta- 
tion. A carrier may stipulate that he shall be released from liability after 
goods have left the road. The English courts held the first carrier, 
who accepts goods marked for a place beyond his route, responsible for the 
entire route, unless he stipulates expressly for the extent of his own route 
only. 

Where one of the carriers has contracted clearly and unequivocally to 
deliver goods at their destination, i. e., to carry them over the whole route, 
his liability will continue until final delivery; but the carrier upon whose 

340 



line the damage or loss has occurred will also be liable. Where the connect- 
ing carrier refuses or unreasonably delays to accept goods, the original! 
carrier while so holding them is a carrier, and the liability as such continues 
until they are warehoused. 

A contract to transport goods from or to points not on the carrying 
line, and without the State by which it is incorporated, is held to be good. 

The agents of corporations who are common carriers, such as railway 
and steamboat companies, will bind their principals to the full extent of the 
business intrusted to their control, whether they follow their instructions- 
or not. Nor will it excuse the company because the servant or agent acted 
wilfully in disregard of his instructions. 

The contracts of common carriers, like all other contracts, are liable 
to be controlled and qualified by the known usages and customs and course 
of the business in which they are engaged; and all who do business with 
them are bound to take notice of such usages and customs as are uniform, 
of long standing, and generally known and understood by those familiar 
with such transactions. 

The liability of a common carrier may, at common law, be limited 
by the character of, or defects in, the subject-matter of the contract. The 
limitation was formerly applied to contracts for the carriage of slaves, 
and it was held in such cases that a carrier was not an insurer, and was- 
only liable for the want of skill and care. The carrier of animals is not 
answerable for the damages caused by the conduct or propensities of the 
animals themselves; but in other respect the liability for injury to live 
stock is as great as it would be under a contract for the carriage of inani- 
mate objects. 

COMMON STOCK.— The ordinary stock of corporations on which 
dividends are paid from the surplus earned and the holders of which possess 
no special privileges over any other class of stockholders. 

COMPANY.— See Corporations. 

COMPARATIVE STATEMENTS.— A comparative financial state- 
ment exhibits totals of purchases, manufacturing expense, general expense, 
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output, sales, etc., at stated successive periods, thereby securing a comparison 
of cost of production, gross profit, and' selling expense on amount of 
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turnover, and facilitating the detection of excessive charges for labor, or 
decrease of efficiency in other departments of the business. See illustration. 

COMPARATIVE STATISTICS.— The details necessary for the 
compilation of a comparative statement. 

COMPROMISE. — (Com. Law). — ^An agreement made between two 
or more parties as a settlement of matters in dispute. 

Such settlements are sustained at law; and are highly favored. The 
amount in question must, it seems, be uncertain. The compromise of a 
doubtful or disputed claim is a sufficient consideration to uphold an assumpsit. 

Where a debtor tenders part of a disputed claim to the creditor in full 
satisfaction, if the latter accepts the tender, he is bound by the terms thereof. 
An offer of settlement by plaintiff, but not accepted by defendant, does not 
bind either party. There can be no compromise of a criminal charge. 

An offer to pay money by way of compromise is not evidence of debt, 
since, as was said by Lord Mansfield, "it must be permitted to men 'to buy 
their peace' without prejudice to them, if the offer did not succeed; and 
such offers are made to stop litigation without regard to the question whether 
anything, or what, is due." 

CONDITIONAL ENDORSEMENT (NOTES, CHECKS, etc.).— 
An endorsement which specifies some condition which must be fulfilled prior 
to payment being made. 

CONFIRMATION.— (Com. Law).— A contract by which that which 
was voidable is made firm and unavoidable. 

Where a party, acting for himself or by a previously authorized agent, 
has attempted to enter into a contract, but has done so in an informal or 
invalid manner, afterwards confirms the act, he thereby renders it valid, 
in which case it will take effect as between the parties from the date of the 
original making. 

To make a valid confirmation, the party must be apprised of his rights, 
and where there has been a fraud in the transaction he must be aware of it 
and intend to confirm his contract. 

CONFUSION OF GOODS.— (Com. Law).— Such a mixture of the 
goods of two or more persons, that they cannot be distinguished. 

Where this is caused by the wilful act of one party without the other's 
consent, the one causing the mixture must separate them at his own peril, 
and must bear the whole loss. But if the goods can be distinguished, a 
wilful mixture will not justify the other party taking other than his own 
goods, upon the ground that they have been intermingled. The rule extends 
no farther than necessity requires, and has been held not to cover cases where 
the confusion was the result of negligence merely, or accident. 
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When the confusion takes place by the mutual consent of the owners, 
they have an interest in the mixture in proportion to their respective shares. 

CONFUSION OF RIGHTS.— (Com. Law).— A union of the quali- 
ties of debtor and creditor in the same person. The efifect of such a union is, 
generally, to extinguish the debt. 

CONSIDERATION.— The benefit to be derived by the party making 
a contract for the performance of some obligation. The following is a 
standard definition : 

"Some right, interest, profit or benefit accruing to the one party or 
some forbearance, detriment, loss or responsibility given, suffered or under- 
taken by the other." 

CONSIDERATION.— (Com. Law).— An act or forbearance, or the 
promise thereof, which is offered by one party to an agreement, and accepted 
by the other as an inducement to that others act and promise. 

Consideration should not be confounded with motive. "The former 
means something of value in the eye of the law, moving from the plaintiff, 
either of benefit to the plaintiff or of detriment to the defendant," while motive 
is the inducement. Motive may sometimes be the consideration for an 
agreement and consideration the motive. "Nothing is considered which 
is not regarded as such by both parties." 

Consideration has been treated as the very life and essence of a contract ; 
and a parol contract or promise for which there was no consideration could 
not be enforced at law. 

The consideration is generally conclusively presumed from the nature 
of the contract, when sealed ; but in some of the States by law, and on others 
by statute, the want or failure of consideration may be a good defence against 
an action on a sealed instrument or contract. 

Negotiable instruments carry with them prima facie evidence of con- 
sideration. 

Concurrent Considerations are those which arise at the same time or 
where the promises are simultaneous and reciprocal. 

Continuing Considerations are those which consist of acts which must 
necessarily continue over a considerable period of time. 

Executed Considerations are acts done or values given at the time of 
making the contract. 

Executory Considerations are promises to do or give something at a 
future day. 

Good Considerations are those of blood, natural love or affection, and 
the like. 

Motives of natural duty, generosity and prudence come under this 
class. The only purpose for y/hich a good consideration may be effectual 
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is to support a covenant to stand seized to uses. The term is sometimes 
used in the sense of a consideration valid in point of law; and it then 
includes a valuable as well as a meritorious consideration. Generally, 
however, good is used in antithesis to valuable. 

Illegal Considerations are acts, which if done or promises which if 
enforced, would be prejudicial to the public interest. 

Impossible Considerations are those which can not be performed. 

Moral Considerations are such as are based upon a moral duty. 

Past Consideration is an act done before the contract is made, and is 
ordinarily by itself no consideration for a promise. Pollock considers that 
whether a past benefit is, in any case,, a good consideration is a question not 
free from uncertainty. On principle it should not be. 

Possible exceptions might be services rendered on request, without 
definite promise or reward, and voluntarily doing something which one 
was legally bound to do. Also a promise to pay a debt barred by the statute 
of limitations; but he considers that none of these exceptions are logical. 

Valuable Considerations are either some benefit conferred upon the 
party by whom the promise is made, or upon a third party at his instance or 
request ; or some detriment sustained at the instance of the party promising, 
by the party in whose favor the promise is made. The detriment to the 
promisee must be a detriment on entering into the contract and not from the 
breach of it. 

"A valuable consideration may consist either in some right, interest, 
profit or benefit accruing to one party, or some forbearance, detriment, loss 
or responsibility given, suffered, or undertaken by the other." 

A contract upon a good consideration is considered merely voluntary, 
but is good both in law and equity as against the grantor himself when it 
has once been executed ; but void against creditors and subsequent bona fide 
purchasers for value. 

A valuable consideration alone is good against subsequent purchasers, 
and attaching creditors. 

Among valuable considerations may be mentioned these: 

In general, the waiver of any legal or equitable right at the request 
of another is sufficient consideration for a promise. 

An invalid or not enforceable agreement to forbear is not a good con- 
sideration ; for suit may be brought immediately after the promise is made. 
The forbearance must be an enforceable agreement for a reasonable time. 
But if a meritorious claim is made in good faith, a forbearance to prosecute 
it may be a good consideration for a promise, although on the facts or on 
the law the suit would have failed of success. 
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The prevention of litigation is a valid and sufficient consideration ; for 
the law favors the settlement of disputes. Thus, a compromise or mutual 
submission of demands to arbitration is a highly favored consideration at. 
law. 

The giving up a suit instituted to try a question respecting which the: 
law is doubtful, or is supposed by the parties to be doubtful, is a good con- 
sideration for a promise. 

Incurring a legal liability to a third party is a valid consideration foi" 
a promise by the party at whose request the liability was incurred. 

Refraining from the use of liquor and tobacco for a certain time, at. 
the request of another, is a sufficient consideration for a promise by the 
latter to pay a sum of money. 

The assignment of a debt or chose in action (unless void by reason of 
maintenance) with the consent of the debtor is a good consideration for the 
debtor's promise to pay the assignee. It is merely a promise to pay a debt 
due, and the consideration is the discharge of the debtor's liability to the 
assignor. Work and service are perhaps the most common considerations.. 

In the case of deposit or mandate it was once held that there was no 
consideration; the reverse is now usually maintained. In these cases there 
does not appear to be any benefit arising from the bailment to the promisor. 
The definitions of mandate and deposit exclude this. Nor does any injury 
at the time accrue to the promisee; the bailment is for his benefit entirely. 

Mutual promises made at the same time are concurrent considerations,, 
and will support each other if both be legal and binding. 

Marriage is now settled to be a valuable consideration, though it is- 
not convertible into money or pecuniarily valuable. 

Illegal considerations can be no foundation for a contract. Violations, 
of morality, decency and policy are in contravention of common law; as, 
contracts to comrnit, conceal or compound a crime. So, a contract for' 
future illicit intercourse, or in fraud of a third party, will not be enforced. 
But the act in question is not always a criterion; e. g., as to immoral con- 
siderations that which the law considers is whether the promise has a ten- 
dency to produce immoral results; hence while a promise of future illicit 
cohabitation is an illegal consideration; but a promise founded upon past 
illicit cohabitation is not illegal, but simply voluntary and governed by the- 
same rules as other past executed considerations. The illegality created by 
statute exists when the statute either expressly prohibits a particular thing, 
or affixes a penalty which implies prohibition, or implies such prohibition 
from its object and nature. If any part of the consideration is void, as 
against the law, it is void in toto ; but contra, if the promises be devisable 
and apportionable to any part of the consideration, the promise so far as- 
not attributable to the illegal consideration might be valid. 
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A contract founded upon an impossible consideration is void. But this 
nmpossibility must be a natural or physical impossibility; but it may be 
otherwise when the consideration is valid at the time the contract was formed 
but afterwards became impossible. 

An executory consideration which has totally failed will not support a 
contract when the performance of the consideration forms a condition 
precedent to the performance of the promise. 

A past, consideration will not generally be sufficient to support a con- 
tract. It is something done before the obligor makes his promise, and, 
therefore, cannot be a foundation for that promise, unless it has been 
-executed at the request (express or implied) of the promisor. Such a 
-request plainly implies a promise of fair and reasonable compensation. 

As to time, considerations may be of the past, present or future. Those 
which are present or future will support a contract not void for othef reasons. 
When the consideration is to do a thing hereafter, and the promise has 
Tjeen accepted, and a promise in return founded upon it, the latter promise 
rests upon sufficient foundation, and is obligatory. 

The adequacy of the consideration is generally immaterial. There is 

:no case where mere inadequacy of price, independent of other circumstances 
has been held sufficient to set aside a contract between parties standing on 

'equal ground and dealing with each other without imposition or oppression. 
The adequacy of the consideration does not afifect the contract, but the con- 

:sideration must be real and not merely colorable; one cent has been held 
to be a sufficient consideration for a promise to pay $700.00; and $1.00 
has been held insufficient to support a promise to pay $1,000; a dollar 
would be a sufficient consideration for any promise except one to pay a 

llarger sum of money absolutely. 

CONSIGNEE. — (Com. Law). — One to whom a consignment is 
-.made. 

When the goods consigned to him are his own, and they have been 
•ordered to be sent, they are at his risk the moment the consignment is 
made according to his direction ; and the persons employed in the trans- 
mission of his goods are his agents. 

When the goods are not his own, if he accept the consignment, he is 
bound to follow the instructions of his consignor. 

CONSIGNMENT. — A shipment of goods on sale, i. e., to be sold on 
"behalf of the owners at an agreed commission or remuneration, the party to 
whom the goods are consigned being liable to the consignor only for goods 
.sold, the ownership of the goods unsold remaining in the consignor. 

CONSIGNMENT ACCOUNTS.— The accounts of consignees of the 
jgoods received for sale on consignment should be carried in a separate 
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consignment book, from which the account sales can be made to the con- 
signor when required, showing amount of goods sold and commission 
gained on same. The value of goods sold only should be entered on the 
regular books of account as a liability to the consignor, thus avoiding 
complications. 

The actual forms of consignment records and consignment ledgers vary 
with different businesses, but the following method combines both sales 
book and ledger and stock book features obtained on ordinary ledgers with 
double columns on each side. In the outer column on the credit side enter 
value of goods received on consignment and state quantities in the "particu- 
lars" column. As goods are sold enter same on the debit side, giving 
quantities, date, folio of sales book, and value in inner column. When 
account sales is made enter date and amount in outer column on debit side. 
On rendering account sales enter quantity of goods on hand in "particulars" 
column and value in inner column on credit side, which will thus be the 
balance of account at that date. This account will then always show: 

Amount of sales, 

Amount on hand, 

Total value of consignment, 

Amount accounted for to consignor. 

Where the business is large a consignment account should be openea, 
not only with each consignor, but with each kind of goods consigned. 

As stated above, the amount due consignor should be transferred to the 
main books of account as each account sales is rendered, thus entering on the 
books only the actual liabilities, the debit being to purchases, the sales of 
goods to customers being charged in the usual way, crediting sales account. 

In large sonsignment or commission businesses the use of columnar 
sales books will be found of great advantage, one column being provided 
for charges to customers, and separate columns for the distribution of the 
different kinds of goods purchased, separate trading accounts being 
kept with each class of goods. Those trading accounts will include 
both sales and purchases, being debited with the value of goods sold, and 
credited with the amounts charged to customers. In this way each trading 
account will exhibit the profit made on each kind of goods carried on 
consignment. All charges and expenses connected with the consignment 
are also charged to the trading account so that it may exhibit net proceeds. 
When account sales are rendered commission account will be credited with 
the commission earned, which will be charged to the consignors. 

Where the consignment business is carried on in connection with a 
regular mercantile business, it is useful to provide a separate column in the 
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sales book for consignment sales, distinguishing them from the regular sales. 

Also see Grain Business Accounting. 

CONSIGNOR. — One who ships goods on consignment for sale. 

CONSOLIDATIONS. — There are no special accounting devices in 
the way of consolidating or amalgamating companies. The books of each 
company in the consolidation are closed by charging the new company with 
the appraised value of the business taken over, stock being issued in 
accordance with such valuation. The books of the new consolidated com- 
pany will in like manner record the capitalization and the purchase of the 
businesses of the concerns involved, and its accountant will prepare a state- 
ment of the assets and liabilities of the new corporation and their location. 

The general method of opening the books of a new corporation will be 
created under the heading of "Corporation Accounting." 

It sometimes happens that a concern entering into a consolidation is 
required to guarantee its accounts receivable as worth their appraised value. 
In this case every deduction, rebate, discount, or uncollectible account must 
be charged to the guarantors and made good by them. Any additional 
liabilities not scheduled but omitted at the time of consolidation must also be 
made good by the old company. The guarantees above mentioned are 
frequently secured by holding a sufificient amount of stock in escrow or in 
the hands of trustees to cover same. 

It is not desirable in a work of this kind to go into the question of the 
desirability or disadvantages of consolidations from a general standpoint. 
Where a consolidation effects a reduction in cost of production, or expense 
of distribution, thereby furnishing the product to the public at reduced 
prices, there is no doubt that the existence of such a consolidation is bene- 
ficial. Where, however, a consolidation is organized for the purpose of 
securing a monopoly with a view to obtaining increased prices from the 
public, there is no doubt that such a combination or trust is a public 
nuisance which should be legally extinguished. 

The method of inaugurating a consolidation has been described as 
follows : 

"Usually the initiative is taken by some member of an industry who 
believes coalition would better its condition. 

"He journeys to a money center and presents his plan to capitalists, who, 
if they consider the proposition at all, turn it over to some attorney, who in 
turn seeks the 'promotor.' 

"The work of the promotor now begins — the most arduous and trying 
part of the work of forming a combine ensues. The list of desirable manu- 
facturers is first secured. The experienced promotor visits each one on the 
list, and sounds him, and learns the volume of trade done. He talks to 
them all individually. 
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"When the manufacturers are first approached, fully four-fifths of them 
are opposed to forming any combination. They do not want to lose the 
identity of the firm; their own management is more satisfactory than a 
more or less prominent position in a corporation. A large number are 
opposed to combinations on principle, and refuse to consider the matter. 

"If, eventually, the larger portion of the manufacturers agree to con- 
sider the question of amalgamation, a list of searching questions is sub- 
mitted to each one. It is, however, understood that all replies are^held in 
strictest confidence, and that nothing in the answers shall be construed as 
binding on the subscriber. 

"These queries are submitted : 

1. Title of firm or corporation? 

2. If corporation, under what State, amount of capitalization and par 
value of shares ? 

3. Describe freehold property owned, giving assessed and real value. 

4. What are the character and amount of incumbrances upon the 
foregoing described property ? 

5. Give the following detailed statement as to valuation : 

Lands' , $ 

Buildings 

Machinery 

Tools and fixtures 

Stock on hand, raw and in process of manufacture 

Total $ 

6. What was the capital invested for fiscal year ending 

Dec. 31, 1896 $ 



Dec. 31, 1897. 
Dec. 31, 1898. 



Total $. 

Or average of $ 



Give earnings. 



Gross. Net. 



1896 
1897 
1898 



Totals $ $ 

Average of — per cent, on average capital, or $ — for three years. 

8. If corporation, state. 

Surplus after 
Dividends paid. payment divid's. 

1896 $ p.c. $ p.c. 

1897 , ....p.c. ■..-,. ......... p.c. 

1898 , p.c. , p.c. 



Totals. . $ , .... p.c. $ , .... p.c. 
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g. Give last or a detailed statement showing assets and liabilities of 
firm or corporation, including assets and liabilities of every description. 

10. State price which will be accepted for business, including property 
of every kind, all assets and good will. 

11. If corporation, state market price of stock and figure at which at 
least a majority interest can be purchased. 

12. What proportion of purchase price will be accepted in the securi- 
ties of a properly organized and capitalized corporation, on basis plan 
herewith submitted ? 

13. Will a thirty or sixty-day contract of sale be entered into, pending 
organization of purchasing corporation ? 

14. Will present management, in event of sal^ remain in employ of 
purchasing corporation ? 

15. State number of employes. 

16. Give general outline of trade done. 

17. How many years has business been established? 

18. Can business be increased and made more profitable with addi- 
tional capital ? If so, why? 

19. Under favorable conditions, what per cent, upon capital invested, 
should the business pay ? 

20. State aggregate volume of business done in this country in the 
manufacture and sale of leather belting. 

21. Can the business be increased both in volume and profit there- 
from? 

22. In your opinion, what efifect will a consolidation, as proposed, of 
the important manufacturers in this country have on the industry? 

23. If desired, will you meet with other manufacturers here for the 
purpose of discussing with a syndicate pieliminaries in reference to a con- 
solidation, or merging of interests? 

24. In per cent, what is present and what should be reasonable cost of 
marketing finished product ? 

"After the answers are received conferences between the capitalists' 
attorneys and the promotor are held, and it is determined whether the 
project will be furthered or dropped. In the event of favorable consideration 
the capital stock is decided upon and the financial plan is presented to the 
manufacturers. 

"Papers are signed giving an option on the plant, property and business 
in return for which a certain percentage of the purchase price is paid. The 
options are usually made to expire within 60 or 90 days after date on which 
they are made out. In case the company is not formed within the stated 
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time, and the options taken up, the amount paid to secure the option belongs- 
to the manufacturer. 

"The promoter has now fulfilled his mission. The work is taken up by 
the financiers, counsel operate certificates of incorporation, a charter is 
obtained and various banking houses announce that they have opened books 

of subscription to the stock of 'The Company,' and invite the- 

public to invest its money." 

CONSOLS. — ^A name given to government bonds issued in redemp- 
ifcn of other issues of bonds which are to be consolidated or included in the- 
' new bonds, frequently with a view to reducing interest charges. English 
Consols are practically perpetual annuities, as they are issued on the condi- 
tion that while the interest is regularly paid, payment of principal cannot be- 
required. 

CONSTRUCTION ACCOUNT.— An account which carries the cost 
of erecting and equipping buildings, construction of railroads and public 
works of all kinds, building of vessels, etc. 

CONTINGENT (ASSETS OR LIABILITIES).— A possible source- 
of value or liability dependent on the fulfilment of certain conditions. 

Bills discounted are liabilities contingent on their being paid by the- 
acceptors when due. Some accountants incorporate contingent assets and. 
liabilities in the balance sheet by providing special columns for same. 

CONTINGENT FUND. — A fund set aside to cover anticipated expen- 
ditures or to defray expenses not included in public estimates, or legally 
authorized. 

The Americah Accountants' Manual carefully distinguishes between a- 
contingent fund and a reserve fund, but the Chartered Accountants' Manual 
of 1899 describes a contingent fund as "the amount charged against profit. 
and loss on account of depreciation of plant." 

CONTRA. — Against. A buying account with a customer. 

CONTRACT. — (Com, Law). — ^An agreement enforceable at law,, 
made between two or more persons, which rights are acquired by one or- 
both to act, or forbearance on the part of the other or others. 

At common law, contracts have been divided into contracts of record,, 
contracts by specialty, and simple and parol contracts. 

Contracts of Record are those which are evidenced by matter of 
record, such as judgments, recognizances, and statutes staple. These 
have been said to be the highest class of contracts. 

Contracts by Specialty, or Specialties, are those, which are under seal ;.. 
as deeds and bonds. Though little of the real solemnity now remains, 
and a scroll is substituted, in most of the States, for the seal, the distinction 
with regard to specialties has still been preserved intact except when abol- 
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ished by statute. The distinction is not now sustained by reason. 
(See Seal.) 

Simple and Parole Contracts are those not of record or specialties. 
They are the lowest class of express contracts, and answer most nearly to 
-our general definition of contracts. Parol contracts include both oral 
and written contracts. The only distinction between a simple written 
contract and oral contracts is their mode of proof. Simple contracts may 
be either express or implied. Implied contracts may be either implied 
in law or implied in fact. The only difference between an express con- 
tract and one implied in fact, is in the mode of substantiating it. An 
■express agreement is proved by express words, either written or spoken. 
An implied contract is proved by circumstantial evidence showing that the 
parties intended to contract. 

Certain Contracts are those in which the thing to be done is supposed 
to depend on the will of the party, or when, in the usual course of events, 
it must happen in the manner stipulated. 

Entire Contracts are those the consideration of which is entire on both 
sides. 

Executed Contract are those in which nothing remains to be done by 
either party, and where the transaction has been completed, or was com- 
pleted at the time the contract or agreement was made. 

Executory Contracts are those in v:hich some act remains to be done. 

Express Contracts are those in which the terms of the contract or 
-agreement are openly and fully uttered and avowed at the time of making. 

Implied Contracts are either implied in law or in fact. A contract 
implied in law arises where some pecuniary inequality exists in one party 
relatively to the other which justice requires should be compensated, and 
upon which the law operates by creating a debt to the amount of the 
required compensation. A contract implied in fact arises where there 
was not an express contract, but there is circumstantial evidence showing 
that the parties did intend to make a contract ; for instance, if one orders 
;goods from a tradesman or employs a man to work for him, without stip- 
ulating the price or wages, the law raises an implied contract, in fact, to 
pay the value of the goods or services. In the former class the implied 
contract is a pure fiction, having no real existence; in the latter it is 
inferred as an actual fact. 

Gratuitous Contracts are those of which the object is the benefit of 
the person with whom it is made, without any profit or advantage received 
or promised as a consideration for it. It is not, however, the less gratu- 
itous if it proceed either from gratitude for a benefit before received or 
from the hope of receiving one thereafter, although such benefit be of a 
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pecuniary nature. Gratuitous promises are not binding at common law, 
unless executed with certain formalities, viz., by execution under seal. 

Illegal Contracts are agreements to do acts prohibited by law, as to 
commit a crime ; to injure another, as to publish a libel. 

Hazardous Contracts are those in which the performance of that 
which is one of its objects depends on an uncertain event. 

Every contract should be so complete as to give either party his 
action upon it; both parties must assent to all its terms; there must be a 
good ahd valid consideration, which must be proved though the contract 
be in writing, except in bills and notes, which are of themselves prima 
facie evidence of consideration. And in other written contracts, when 
the consideration is acknowledged, it is prima facie evidence thereof, but 
open to contradiction by parol testimony. There must be' a thing to be 
done which is not forbidden by law, or one to be admitted which is not 
enjoined by law. If against public policy a contract is void as is one which 
is fraudulent, immoral or forbidden. 

CONTRACTS, UNFINISHED.— Uncompleted orders in the factory 
are a source of very considerable trouble to the accountant because of the 
difficulty of estimating correctly the proportion of profit on the proportion 
of work done. In most manufactories, where goods are manufactured for 
the general trade, it is customary to include the cost of work in progress as 
an asset and to take credit for profit only on completed articles. Where, how- 
ever, the complete cost of an article is known and the selling price is fixed by 
adding a certain percentage to cost — there is no reason why that percentage 
of the work actually accomplished should. not be included in the year's profits. 

With unfinished contracts it is still more difficult to 'deal, for the reason 
that, it is frequently troublesome, and sometimes impossible, to accurately 
estimate the cost of work necessary to complete. When contracts are taken 
for building, iron, or architectural work, it often happens that certain con- 
ditions are overlooked when figuring on the contract and that ultimately 
the work results in a loss. Only when such contract is approaching com- 
pletion is it perfectly safe in a great many cases to take credit for the 
anticipated profit, and the proper method is undoubtedly to estimate the cost 
of the work remaining to be done, add to that amount the cost of work 
already completed (which will give the total profit on the contract), add 
proportion of profit to cost of work remaining to be done and treat this 
amount as a reserve against the contract price, which has been credited to 
the contract account. 

In the case of contracts the work on which is not far advanced, and in 
regard to which the cost of the balance of the work cannot be accurately 
estimated, the actual expenditure should be treated as an asset, and no 

353 



provision made for estimated anticipatory or prospective profits on the 
balance sheet. , 

It should always be borne in mind that the annual financial statement 
should make an accurate presentment of the condition of the business, and 
that any speculative or unjustifiable inflation of income, by the inclusion of 
over-estimated anticipated or prospective profits, will but re-act upon the 
showing of the business for the following year, and throw discredit upon the 
judgment of the person responsible for the inaccurate statement of the 
previous year. 

, CONTRACTORS' ACCOUNTS.— The books of a contractor must 
be arranged to show the cost of each contract, and profit or loss made on 
same. An account must therefore be opened with each contract, to which will 
be debited material used and labor employed on same, together with persent- 
age of cost of superintendent's drawing plans, etc., each account being prac- 
tically a contract trading account. The amount at which contracts are taken 
are credited to a "Contract Account" in he General Ledger, which thus pos- 
sesses the same attributes as the ordinary "sales account" of a mercantile 
business. 

The statistical statement in this business should include a summary of 
contract costs, showing materials and supplies used, cost of labor, special 
and general expense, number and amount of contract, disposition of plant 
used on contract and net profit or loss. Each contract should also be charged 
with a sum representing the wear and tear of the plant used on the contract. 

CONTROLLING ACCOUNT.— See "Adjustment Account" and 
"Balance Account." 

CONVEYANCE.— (Com. Law).— The transfer of the title of land 
from one person, or class of persons, to another. The instrument for 
effecting such transfer. 

When there is no express agreement to the contrary, the expense of 
conveyance falls upon the purchaser, who must prepare and tender the 
conveyance. The expense of the execution of the conveyance is, on the 
contrary, usually borne by the vendor. 

CO-PARTNERSHIPS.— An association of two or more persons in 
business governed by a partnership agreement and not by articles of 
incorporation. 

CO-PARTNERSHIP ACCOUNTING.— See Partnerships. 

COPY. — (Com. Law). — A true transcript of an original writing.. 
Copies verified by the great seal or by the seal of a court are Exemplifica- 
tions. 

Copies cannot be given in evidence unless proof is made that the 
originals from which they are taken are lost or are in the power of the 
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opposite party, and, in the latter case, that notice has been given such 
party to producethe original. 

COPYRIGHT.— (Com. Law). — The exclusive privilege, secured 
according to certain legal forms, of printing or otherwise, multiplying, 
publishing, and vending copies of certain literary or artistic productions. 

COPYRIGHTS. — The treatment of copyrights on books of account 
IS an important part of the detail of a publisher's business, and is very similar 
in principle to the treatment of good will, especially when a lump sum has 
been paid for the copyright. A copyright expires in accordance with law 
within a specified period, and while the value of the book or publication as a 
selling article may continually increase during the life of the copyright, 
it is the wisest course to gradually write off the copyright account, so that 
at the expiration of the copyright the exinguishment of the asset will not 
fall entirely upon one year's profits. 

It often happens that on account of the popularity of a book the copy- 
right actually appreciates during its life, but unless for purposes of sale no 
real benefit accrues from increasing the value of the asset on the books of 
the business. An authority on the subject states : 

"It should be mentioned that there are items on the books of a private 
firm or joint-stock company to which no general rule of writing ofif is 
applicable. Such are the cost of good-will, patents, trade marks, copyright 
designs, etc. ; for although , as in the case of patents, the life of the asset is 
clearly defined, the incidental advantages derived from the possession, for a 
term of years, of a valuable monopoly do not necessarily cease upon the 
expiration of the term of the patent. On the contrary, the value of the good- 
will may increase although the term of the patent is expiring. Assets such 
as those should be considered as having a combination value differing 
altogether from their value per se. The obvious rule, therefore, is that in the 
balance-sheet such assets should appear at their cost value, and need not be 
written down unless their realizable value as integral parts of a going 
concern falls below their cost value." 

CORN MEASURE.— When the crib is equilateral : 

Multiply the length in feet by the breadth in feet, and that again by 
the height in feet, which last product multiply by .62 (the fractional part of 
a heaped bushel in a cubic foot), and the result will be the heaped bushels of 
ears. For the number of bushels of shelled corn, multiply by .42 (two-thirds 
of .63), instead of .63. 

When the crib is flared at the sides : 

Multiply half the sum of the top and bottom widths in feet by the per- 
pendicular height in feet, and that again by the' length in feet, which last 
product multiply by .63 for heaped bushels of ears, and by .42 for the 
number of bushels of shelled corn. , 
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CORPORATION. — An association of persons in business governed 
by articles of incorporation and State regulations. 

"A corporation consists of one or more individuals, under a grant or 
privilege that secures succession of members without changing the identity 
of the body which is described and legally regarded as one artificial person 
capable of transacting prescribed kinds of business the same as a natural 
person." 

"A Corporation or Incorporation is a body politic or corporate, formed 
by the union of individuals and authorized by law to act as a single person, 
and endowed with the capacity of perpetual succession, inasmuch as the 
death of any one pr more of the corporators does not dissolve the corporation. 
Corporations are, in law, artificial persons, and in the transaction of business 
are subject to the same rules and responsibilities as natural persons." 

"A trading organization with joint and limited capital — joint, because 
the capital is subscribed by the various subscribers for the common use of 
the corporation — limited, because each subscriber is liable only for the 
amount of his subscription." 

There are various kinds of corporations which have been distinguished 
as follows : 

Corporations Aggregate are those composed of several individuals. 

Corporations Benevolent are those organized for charitable or benev- 
olent purposes, such as associations for the aid of reformed criminals, or for 
the aid of the blind, hospitals, etc. These corporations are also termed 
Eleemosynary Corporations, as they relate to charity or the distribution of 
alms 

Corporations Domestic are those transacting business within the limits 
of the State in which incorporated. 

Corporations Foreigfn are those transacting business in one State but 
incorporated under the laws of another. 

Corporations Private are those formed by voluntary association for the 
transaction of any lawful business, such as industrial or manufacturing 
corporations, banks, insurance :ompanies. 

Corporations Public are those organized for purposes of local govern- 
ment. . 

Counties, Cities and Towns are defined by some as public corporations, 
and by others as quasi corporations. 

Corporations Sole consist of a single individual possessing corporate 
powers. There are no such corporations in the United States, but the Bishops 
of the Established Church of England each constitute a sole corporation, in 
order to establish a direct succession from one holder to another without the 
intervention in any way of executors or administrators. 
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Double Liability Corporations are those whose stockholders are liable 
for twice the amount of their stock subscriptions. The United States 
National Banks are double liability corporations, the double liability being 
in the nature of a safeguard to the depositors. 

Limited Liability Corporations are J;ho?e in which the stockholders are 
liable only for the amount of stock subscribed for. 

Limited Liability Corporations will undoubtedly before long be uni- 
versally substituted for sole proprietorship or partnerships on account of the 
numerous advantages of this form of organization. It permits the sole 
proprietor to admit his valuable employees to an interest in the business at 
small cost and no inconvenience, and it secures each member of the corpora- 
tion from any liability on behalf of debts contracted by other members or 
officers of the company. 

CORPORATION.— (Com. Law).— "An artificial being created by 
law and composed of one or more natural persons who subsist as a body 
politic under a special denomination, with the capacity of perpetual succes- 
sion of members without changing the identity of the body, and of acting 
within the scope of its charters, or the laws under which it is organized, as 
a natural person." 

It is this characteristic of succession of a corporation, sometimes called 
its immortality, prolonging its existence beyond the term of natural life, 
and thereby enabling a long-continued effort and concentration of means 
to the end which it was designed to answer, that constitutes its principal 
utility. 

All corporations, of whatever kind, are moulded and controlled, both 
as to what they may do and the manner in which they may do it, by their 
charters or acts of incorporation, which to them are the laws of their being, 
which they can neither dispense with nor alter. Subject, however, to such 
limitations as these, or such as general statute or constitutional law, may 
impbse, every corporation aggregate has by virtue of incorporation and as 
incidental thereto, First, the power of perpetual succession, including the 
admission, and except in the case of mere stock corporations, the removal for 
cause of members ; Second, the power to sue and be sued, to grant and to 
receive grants, and to do all acts which it may do at all, in its corporate 
name; Third, to purchase, receive, and to hold lands and other property, 
and to transmit them in succession; Fourth, to have a common seal, and 
to break, alter, and renew it at pleasure; and. Fifth, to make by-laws for 
its government, so that they be consistent with its charter and with law. 
Indeed, at this day, it may be laid down as a general rule, that a corporation 
may, within the limits of its charter or act of incorporation, express or 
implied, lawfully do all acts and enter into all contracts that a natural person 
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may do or enter into, so that the same be appropriate as means to the end 
for which the corporation was created. 

A corporation may be dissolved, if of hmited duration, by the expiration 
of the term of its existence, fixed by charter or general law ; by the loss of all 
its members, or of an integral part of the corporation, by death or otherwise, 
if the charter or act of incorporation provide no mode by which such loss 
may be supplied ; by the surrender of its corporate franchise to, and the 
acceptance of the surrender by, the sovereign authority; and, lastly, by 
the forfeiture of its charter by the neglect of the duties imposed or abuse of 
the privileges, conferred by it; the forfeiture being enforced by proper 
legal process. 

In the United States, although the charter of a municipal corporation 
may be altered or repealed at pleasure, the charter of a quasi public, or a 
private corporation is, unless express power be for that purpose reserved, 
within the protection of that clause of the Constitution of the United States 
which, among other things, forbids a State from passing any "law impairing 
the obligation of contracts." Under this clause of the Constitution it has 
been settled that the charter of a quasi public or a private corporation, 
"whether civil or eleemosynary, is an executed contract between the govern- 
ment and the corporation, and that the legislature can not repeal, impair or 
alter it against the consent or without the default of the corporation, judi- 
cially ascertained and declared. On the other hand, the doctrine is firmly 
established that only that which is granted in clear and explicit terms passes 
by a grant of property, franchise or privileges in which the government or 

the public has an interest Statutory grants of that character 

to be construed strictly in favor of the public, what is not unequivocally 
granted is withheld, nothing passes by mere implication. 

A corporate franchise, however, — as, to build and maintain a toll 
bridge — may, by virtue of the power of eminent domain, be condemned by 
a State to public uses, upon just compensation, like any other private 
property. 

A further classification of corporations, not included in that given on 
pages 356 and 357, is hereto appended : 

Civil Corporations are those which are created. to facilitate the trans- 
action of business. 

Ecclesiastical Corporations are those which are created to secure the 
public worship of God. 

Lay Corporations are those which exist for secular purposes. 

Municipal Corporations are those created for the purpose of administer- 
ing some portion of the government in a political subdivision of the State, 
as a city, county, etc. 
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ADVANTAGES OF INCORPORATING. 

Each Stockholder is liable, only for the amount of stock subscribed. 

A corporation, whenever in need of increase in the working capital can 
issue debenture bonds, and place same on the public market without giving 
Chattel Mortgage. Nobody knows what a Trust Deed may include, but a 
Chattel Mortgage must be registered in a Court of Record, which record? 
are published. 

If the management of a company is entrusted to some stockholder, who 
proves to be inefficient, he may be removed by vote of the majority of the 
stock, and some one else appointed 

CORPORATION ACCOUNTING.— Almost all questions of account- 
ing which are discussed under the various headings of this Encyclopedia 
relate to Corporation Accounting in one form or another, so that it is 
unnecessary to consider Corporation Accounting as a question by itself. 
The necessary entries for opening the books of an ordinary corporation are 
described in the following illustrations : 

EXAMPLE NO. I. 

For the sake of greater clearness in the entries let us assume that the 
authorized capital of the company is $100,000, divided into 1,000 shares of 
$100 each, that B. Brown has subscribed for 400 shares, S. Smith 300 shares 
and J. Jones 300 shares. We "open" the stock books by entering on the 
stock daybook: 

Subscription $100,000 00 

To capital stock $100,000 00 

For subscription as follows : 

B. Brown, 400 shares @ $100 $40,000 00 

S. Smith, 300 shares @ $ioo 30,000 00 

J. Jones, 300 shares @ $100 30,000 00 

Sunds to Subscription $100,000 00 

B. Brown, yr. sub. 400 shares 40,000 00 

S. Smith, yr. sub. 300 shares 30,000 00 

J. Jones, yr. sub. 300 shares 30,000 00 

Or subscription account may be omitted and the several subscribers 
charged with the amount of their subscriptions and capital stock credited 
direct. 

Our books are now "open" and record the facts. The several sub- 
scribers are indebted to the company for the amount of their subscriptions 
and the entire authorized capital of the company is invested in these accounts. 
All future entries are merejy records of actual transactions or changes in 
position or form of the assets of the company. When the capital (or these 
accounts ( is paid, we enter: 

Paid-up capital $100,000 00 

B. Brown, yr. sub. paid in full $ 40,000 00 

S. Smith, yr. sub. paid in full 30,000 00 

J. Jones, yr. sub. paid in full 30,000 00 
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The stock ledger then has but two open accounts, Capital Stock, which 
is credited with the amount of the authorized and subscribed capital and 
"Paid-up Capital," which is debited with the amount of cash paid in. The 
closed accounts make a full and complete record of how, when and by whom 
the authorized capital was subscribed and paid up. 

The "Paid-up Capital" is placed in the charge of the treasurer and we 

open our "Books of Account" by recording that fact : 

J. Jones, treasurer $loo,cx)0 oo 

Paid-up Capital amt. cash capital $100,000 oo 

All future entries are records of actual transactions. 

The subscribers having paid their subscriptions are entitled to stock 

certificates in the usual form, which are transferable by assignment and 

delivery. It is unnecessary to waste space in describing these certificates or 

their stubs. Lithographed or printed forms are on sale by all stationers and 

any one of ordinary intelligence can hardly make a mistake in filling the 

blanks. The records must show original issues and subsequent transfers. 

Upon the surrender of the receipts (if any), given by the treasurer, when 

the cash was paid, certificates are issued, ' signed by the president and 

secretary, and we enter on the stock day book : 

Sunds to Stock Certificates $100,000 00 

B. Brown, Certificate No. i $40,00000 

J. Jones, Certificate No. 2 30,00000 

S. Smith, Certificate No. 3 30,00000 

Should Brown sell 100 shares of his stock to R. Robinson, certificate 

No. I would be returned to the company and cancelled, new certificates being 

issued, showing the new ownership and recorded thus : 

Stock Certificates $40,000 00 

B. Brown $40,000 00 

(Certificate No. i cancelled.) 

Sunds to Stock Certificate $40,00000 

R. Robinson, Cert. No. 4 (For part of No. i 

cancelled) $10,000 00 

B. Brown, Cert. No. S (For part of No. i 

cancelled) 30,000 00 

In the case under consideration, it is sometimes thought best to have the 

record of organization, subscription and payment of capital stock kept on 

the "Books of Account" and only use the stock book to record the issue and 

transfer of stock certificates. We would then open our book of account as 

follows : 

Sunds to Capital Stock $100,00000 

B. Brown, yr. sub. 400 shares at $100 $40,000 00 

S. Smith, yr. sub. 300 shares at $100..' 30,000 00 

J. Jones, yr. sub. 300 shares at $100 30,000 00 

And when these accounts were paid : 

J. Jones, treasurer, to $100,000 00 

B. Brown, stock sub. paid in full 40,000 00 

S. Smith, stock sub. paid in full 30,000 00 

J. Jones, stock sub. paid in full 30,00000 
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A trial balance will now show exactly the same facts as the combined", 
trial balance of the "Stock Ledger" atid "Account Ledger" under the plan, 
first suggested, viz. : Capital stock credited with amount of authorized and. 
subscribed capital and treasurer debited with same amount, all other accounts 
being balanced, and our record of stock subscription and their payment is- 
complete. In this particular case this is perhaps the better method. It is, 
however, for reasons which will be hereafter apparent, only available when, 
the capital stock is all subscribed and all paid. Should this plan be adopted, 
the issue and transfer of stock certificates may be entered on an ordinary 
stock day book and ledger in regular double entry form as before suggested 
or a "stock register," such as is sold by stationers, may be used. This regis- 
ter is ruled about as the following example in which the issues and transfers, 
before illustrated, are filled in. 

A column headed remarks might be added, in which are posted to whom 
certificates are transferred and what certificates are issued in place of certifi- 
cates surrendered. There are some objections to this form and I prefer the: 
regular double entry form before described. 

All this is very simple and is the obvious method of proceeding when 
the capital is all paid in cash. But some one is sure to ask : "Suppose some, 
or all of these subscriptions are paid by transfer of property, accounts or 
notes?" This does not alter the fact that the subscriptions are made and. 
paid, and only changes the form in which they are paid and therefore the- 
form of entry when they are paid. If they are paid in notes we would charge 
bills receivable instead of treasurer; if in property, charge real estate, 
merchandise, machinery br whatever account may be selected to represent: 
the particular property acquired by the company ; in each case crediting, as a. 
matter of course, the individual or firm from whom the property, note or 
account receivable was received. If the company assumes liabilities they 
are of course debited to the person or firm previously liable and credited to« 
the account selected to represent the particular form of liability assumed. 

The transaction and the form of the entry is exactly the same whether 
property is bought by the company from one of its stockholders or from a_ 
stranger to the organization. The "company" is an entity or individual ; it- 
deals with all other individuals or firms as an individual and without refer- 
ence to whether those individuals or firms do or do not have among their- 
assets some of its stock or shares. 

, Many old business men and capitalists insist that the capital of all com- 
panies in which they are interested, shall be paid in cash or bank checks, and 
all property bought or acquired by the company shall be paid for with the- 
check of its treasurer. In my judgment this is the only correct course. It 
makes the record clear, and the facts that subscriptions have been paid by 
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the subscribers and the property in its possession paid for by the company 
•stand out so plainly that they are practically unassailable. 

Nor does this involve the use of actual "cash." If the subscriber gives 
a check on his own bank to the treasurer for the amount of his subscription, 
^nd the treasurer gives a check on the company's bank in payment for the 
property acquired by the company ; then if the checks are of equal amounts 
and each deposits the check received in his own bank, both checks are good 
and each party has a cancelled bank check as a voucher if the transaction is 
■ever questioned. 

We are well aware that many book-keepers, even some who call them- 
selves accountants, object to what they call the "extra work" and endeavor 
to make modern books of account a sort of "clearing house," in which only 
balances of indebtedness are entered. But stationery and book-keepers are 
"both low-priced commodities and the clearing house method, as a rule, makes 
jnore, instead of less work in the end. 

The corporation accountant, as such, has nothing to do with closing 
the books of the parties from whom his company purchases property, but if 
it should happen that the reader keeps both sets of books he will easily close 
the old books if he sees the facts as they are, and recognizes that firms are 
not and cannot be changed into corporations. Corporations are created and 
purchase property. The transaction is a sale at agreed figures, and is entered 
just like any other sale. It makes no whit of difference in the form of the 
■entry in either old or new books whether the members of the old firm do or 
do not own stock in the newly created corporation or whether the interests 
-of the old partners are the same in both concerns. The two concerns are 
legally and in fact separate and distinct entities. It is of no interest to the 
seller how the buyer enters the transaction if only he receive credit or is paid 
for the property sold ; nor to the buyer how, at what value or in what name, 
"the seller carried the property on his books, so long as he conveys a perfect 
title to the property and gives a receipt for the consideration agreed to be 
paid. 

EXAMPLE NO. 2. 

Capital all subscribed but to be paid in at future days already fixed or 
to be fixed by the directors. 

If the dates are fixed in the original agreement, the case may be treated 
•substantially as in Example i, but the charge to the individual subscribers 
•must show the date on which the respective installments are payable. If the 
capital is subject to "call" by the directors, I deem it much better to use a 
stock day book and ledger. A typical case would be authorized capital and 
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subscriptions as before, lO per cent payable at organization, balance subject 

to "call." The opening entries are: 

Subscription $100,000 00 

Capital stock for sub. as follows $100,000 00 

B. Brown, 400 shares at $100 40,000 00 

S. Smith, 300 shares at $100 30,000 Oo 

J. Jones, 30 shares at $ioo 30,000 00 

Sundries to Subscription $10,00000 

B. Brown, 10 per ceht on 400 shares 4,000 00 

S. Smith, 10 per cent on 300 shares 3,000 00 

J. Jones, 10 per cent on 300 shares 3,000 00 

Note that the subscription creates a present liability of the individual 
subscriber for only 10 per cent of his subscription. The remaining 90 per 
cent is in the nature of a contingent liability. It may be converted into an 
actual present liability, in whole or in part, by the future action of the board 
of directors or of a receiver, should the company be' unfortunate enough to 
be thrown into a receivership. We therefore leave the uncalled part of the 
subscription in the "subscription account" and charge the individual sub- 
scribers with the 10 per cent which is presently payable. 

When these accounts are paid we enter as before : 

Paid-up capital on Sundries $10,00000 

B. Brown, 10 per cent on 400 shares $ 4,000 00 

S. Smith, 10 per cent on 300 shares 3,000 00 

J. Jones, 10 per cent on 300 shares 3,000 00 

Should the directors order a call for a portion of the' unpaid subscrip- 
tions payable at a named date in the future, say 20 per cent payable April ist, 
we would enter on our stock day book : 

Sundries to Subscription $20,000 00 

B. Brown, first call 20 per cent on 400 shares, 

due April i $ 8,000 00 

S. Smith, first call 20 per cent. on 300 shares, 

due April 1 6,000 00 

J. Jones, first call 20 per cent on 300 shares, 

due April i 6,000 00 

And as payments were made credit the individual and charge paid-up 
capital with amount of payments. 

A trial balance of our stock ledger will then show : 

Capital Stock $100,000 00 

Subscription $ 70,000 00 

Paid-up capital 30,000 00 

The stock day book and the closed accounts on the stock ledger will 
show just when the "calls" were made and paid. Should any of the sub- 
scribers fail to pay the "calls" or assessments when the same are due, the 
unpaid amount will stand to the debit of his accotint on the stock ledger and 
Paid-up Capital account show that much less debit. The company can, in 
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that case, either sue the deUnquent for the amount as a debt past due and for 
which it has a Hen on his stock, take the course prescribed by the statutes of 
the state in which the company is organized and the by-laws of the company 
itself for forfeiting and selling the shares of stock on which default ,has been 
made, or it can let it stand as a debit account on its stock ledger. 

Since the shares of stock are not fully paid no certificates of stock can 
be issued. In place thereof the, treasurer gives receipts, stating that the pay- 
ment is, first ID per cent, first call of 20 per cent as the case may be. 

It is a familiar principal of law that a debtor cannot .transfer his liability 
without the consent of the creditor. It follows that a subscriber for stock 
cannot assign or sell that stock so as to relieve himself of responsibility for 
the unpaid part of his subscription without the consent of the company. 
Therefore all assignments or transfers of partly paid stock are made upon 
a book kept for that purpose in the office of the company. It may be an 
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ordinary record book or a book of printed forms. The original subscriber, 

or present owner signs an assignment and transfer naming the assignee and 

the number of shares ; the purchasei" signs an acceptance of the stock and an 

agreement to pay all unpaid portions of the original subscriptions when 

legally "called"; and the company by its president snd secretary signs a 

formal consent to the transfer. We enter such an assignment on our stock 

day book. 

Subscription $ 

B. Brown, unpaid subscription for shares 

of stock assigned to Robinson $ 

See transfer book folio 

We also make a fot note on the original subscription paper (with star 
or other reference opposite the original signature) reciting same facts and 
referring to folio of transfer book where assignment is made. 

"What responsibility or liability would attach to the officer or director 
assenting to the transfer of partly paid stock from a responsible original 
subscriber to an irresponsible assignee ?" is an interesting legal question. It 
is, however, for the consideration of the persons damnified and the consent- 
ing ofiiicer, not the accountant. 

If the company or its directors are not satisfied with the responsibility 
of the assignee they may refuse consent to the transfer and thus retain the 
company's claim against the original subscriber. Whether the original sub- 
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scriber can transfer his interest in partly paid stock so as to resign his rights 
without divesting himself of his liability for future calls is another fine legal 
point which might be decided either way by the courts of the several states. 
Our interest as accountants, is how to record such an assignment, for if 
made or attempted to be made, we must enter it on our books. The situation 
is not very likely to arise, but is certainly among the possibilities. If I were 
secretary of a corporation and was notified of a transfer of partly paid stock 
to which the company refused consent, I would merely "note" the fact on 
the original subscription and on Subscription Account of my Stock ledger. 
Then if a dividend were declared or other proceedings taken which involved 
the ownership in the rights and benefits accruing to that stock I should refuse 
to pay that dividend or take any other action in the matter until the question 
of ownership had been decided by the courts. Should the directors (or 
officers having authority) order any different course I. would obey orders, 
but should make the books and records show clearly not only what had been 
done, but that it had been done "by order." 

The books of account in the case under consideration are opened exactly 
as Example i, when Stock ledger is used, i. e., treasurer is charged with all 
money received on account of capital stock and Paid-up Capital credited. 

The remarks as to p'^yment of stock subscription by transfer of property 
or things other than cash, in discussing Example i apply with still more 
force to Example No. 2. Because it is of even greater importance to make 
the records show clearly exactly when and how payments are made on sub- 
scriptions and how much is still "subject to call" and who is responsible or 
liable when such "calls" are made. The uncalled and unpaid subscriptions 
are considered by the banks and other creditors as an addition to the respon- 
sibility of the company over and above its actual present assets. They 
operate as an endorsement or guaranty by each subscriber to the amount of 
his unpaid subscription, of the indebtedness of the company. 

ANOTHER METHOD. 

So many book-keepers of experience and skill in partnership accounting 
find themselves utterly at sea when confronted with the task of opening 
the books of a private corporation that a word in that connection may 
prove of use to some readers. All the ordinary books of account being the 
same in corporations as in partnerships, it is only necessary here to treat of 
those recording the transactions in capital stock, and it is presumed that a 
few simple suggestions will suffice. 

The capital stock of a corporation is fixed in some instances by the char- 
ter which gives it existence, in others by the corporate officers. In either 
case, after the amount is once fixed, it can not be changed without authority 
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of the state. It therefore follows that the "Capital Stock" account in the 
ledger, as representing such fixed amount, should itself stand unchanged 
either during the entire existence of the company, or until an amended 
charter authorizes its increase or decrease. 

The book-keeper must inform himself first as to the amount of the 
authorized capital stock, which information he can obtain from the record 
(or minute) book, which should always contain a copy of the charter and the 
resolution under which it was accepted as such by the corporation. 

We will suppose that, either by charter or resolution, the capital 

stock of the "Wilkins Manufacturing Company" has been fixed at $100,000, 

to be issued in shares of $100 each. By such charter, or resolution, a latent 

value has been created, which, until disposed of, remains in the treasury of 

the company. These facts are recorded by the first journal entry, as follows : 

Treasury Stock $100,000 oo 

To Capital Stock $100,000 00 

with suitable reference to authority. The writer does not propose, here 

and now, to discuss the objections which some accountants urge against this 

form of opening, but confines himself to the statement that in many years 

of experience, with numerous corporations, he has found it the simplest and 

best. 

It is usual, immediately upon organization, to determine by resolution 
how the stock shall be disposed of. If subscriptions thereto are to be taken, 
the incorporators may decide whether such subscriptions are to be paid at 
one time, or in installments, and upon what terms ; or they may depute that 
power to the next board of directors. We will presume that in this instance 
it is decided that25 per cent shall be paid November i, 1897, 25 per cent in 
two months from that date, 25 per cent four months later, and the remainder 
when called for by the board of directors ; and that business may be com- 
menced when not less than $66,000 shall have been subscribed. 

A subscription list is then opened in form as follows, and we will sup- 
pose signatures, etc., to be secured as thereon entered : 



Date 


Nlam-e and Aclclr»e<s& 


No of" 5Kar>c-a 


Amourti" 


Oct. ZS 


•Samuel cJoha&ori. 


Moskviila "lenrj. 


3 00 


Soooo 00 


' Z5 


cJohn. SKiel<3« 


C-Iar»K.-s v*ill« • 


100 


1 000 00 


- Z.& 


WtiCoIc^ 


I2P 


1 s 000 00 


' ze> 


Wm An<iaPs>oi\, 


Oolumiaia * 


1 1.5 


1 1 soooo 


" 29 


M. Bloom.stei'T. 


Ma.s»avt(i« * 


10 


1 00000 


» SO 


0. r^rdKein* 


• • 


SO 


ffOOOOO 


• 29 


rJsirncs C^ar>K» 


• " 


6 


500 00 



SUBSCRIPTION WST. 

We, the undersigned, severally subscribe to the capital stock of the 
Wilkins Manufacturing Company in the amounts and for the number of 
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shares set opposite our respective names, and agree to pay for the same asi 
follows: Twenty-five per cent November i, 1897; 25 per cent January i, 
1898; 25 per cent May i, 1898; and the remainder when called for by the 
board of directors. 

It is resolved now to commence operations, as we have $70,000 sub- 
scribed. The list, being of the utmost importance, is carefully preserved, 
and the next^ journal entry follows : 

Stock Subscriptions $70,00000 

To Treasury Stock $70,00000 

with a list of subscribers and amounts. By this process we have disposed of 

$70,000 of the stock ; $30,000 remains in the treasury for future disposition^ 

and the capital stock remains properly at $100,000. 

It is advisable to keep a small subsidiary ledger with the subscribers^ 

credit Stock Subscription account in the general ledger, with all payments- 

thereon, and credit the individuals in said subsidiary ledger. Almost any 

small book with money columns can be used for this purpose, or some of the 

pages at the end of the general ledger may be reserved for the individual 



S'tocKKotdcpfii Klar 



Addr 





No of 


*5Kar»ff.s. 


oe.i=}-7-if^iCA-r-ei.s. 




AcQ»ji"«»«<J 


"Trsarv&f 


1 ACUO-cJ 


oS u r« r>« n cj 9 r^acs 












• 





subscribers accounts. If the latter plan is adopted, which we do not advise,, 
care must be taken to omit these accounts when taking off a trial balance. 
The aggregate of all the balances in such subsidiary ledger (or in such 
reserve part of the general ledger) must always be the same as the. balance; 
of the Stock Subscription account. 

If all the stock had been subscribed for there would be no occasion at 
present to open a Treasury Stock account, as Stock Subscription account 
-would serve the purpose, with less book-keeping. 

As each share carries with it one vote at the stockholders' meetings, it is- 
necessary to have a record showing the voting power — number of shares — 
of each stockholder. The laws also require that such list be Icept. For this 
purpose the following form of shareholders' ledger is the simplest and best- 
known to the writer. In it all unnecessary matter is omitted. Shares are 
entered, but not money, so that the balance shows always the number of 
shares or votes; and, having this information, anyone can at once tell the 
amount in dollars if it should become necessary. 
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At stockholders' meeting, where the representation has frequently to be 
.-accurately ascertained and reported in very short time, this simple form will 
/be found invaluable. , 

The transfer journal leading thereto is so simple and so plainly sug- 
gested by the form of ledger that description is unnecessary, further than to 
say all transfers are entered on the transfer journal in numerical order, as 
they occur. . 

The transfer of accounts from a partnership to a corporation may be 
illustrated as follows : 

Many book-keepers who are otherwise entirely competent appear to be 
-afraid to take charge of the detail pertaining to the transfer of accounts from 
a partnership to a corporation. We are not referring now to large interests, 
or trusts whose stock is open to public subscription. We have in view merely 
a small commercial concern, rated in Dun's at $100,000, the two proprietors 
• of which wish to introduce additional capital in order to extend their busi- 
ness. 

There is no question of stock ledgers, or subscription ledgers, preferred 
. and common stock, debenture:? 01 ■ bonds, or anything of that kind. 

As an example we will take the incorporation of the firm of Schneider & 
Schroeder, who have arranger with Mr. Schuettler that he should invest 
'$35,uoo In the business, taking an active interest with the position of vice- 
president. 

The balance sheet of Schneider & Schroeder on December 31, 1898, was 
.as follows : 

Cash $1,86650 

Bills Receivable 10,78312 

Accounts Receivable 25,638 46 

Inventory 20,720 42 

Real Estate 5,881 93 

$64,890 43 

A. Schneider, investment $28,120 50 

B. Schroeder, investment 17.119 33 

Bills Payable, investment 8,500 00 

Accounts Payable 11,15060 

$64,890 43 

The net assets of the partnership were therefore $45,239.83. The new 
'Company was organized with a capitalof $75,000, the stock to be subscribed 
as follows: A. Schneider, $25,000; B. Schroeder, $15,000; C. Schuettler, 
$35,000. The company was incorporated under the name of "The Schneider- 
-& Schroeder Co." 
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A new set of account books was purchased for the new company and 
the first entry made was as follows in the journal : 

Subscription Acct $75,00000 ' 

To Capital Acct $75,00000 

This entry records the fact that the company was incorporated with a 
certain capital, and that the stock is waiting to be subscribed. 

It was preceded by the following explanation : 

"The Schneider & Schroeder Co. Incorporated under the laws of the 

State of , 1st January, 1899. Authorized capital, $75,000, 750 

shares, par value $100 each." 

Messrs. Schneider, Schroeder and Schuettler having subscribed for 
250, 150 and 350 shares respectively, the following entries were made in the 
journal : 

B. Schroeder, Dr., 150 shares @ $100.00 each $15,000 00 

A. Schneider, Dr., 250 shares @ $100.00 each $25,000 00 

C. Schuettler, Dr., 350 shares @ $100.00 each 35,ooo 00 

To Subscription account, cr 75.ooo 00 

The stock having all been subscribed the subscription account is closed 
and the subscribers are charged with the value of the stock for which they 
have subscribed. 

At a meeting of the board of directors of the new company it was 
r solved to purchase the business of Schneider & Schroeder at the par value 
of its net assets. A bill of sale is accordingly drawn and the following entries 
made in the journal as a record of the purchase : 

"To transfer of the business of Schneider & Schroeder (consisting of 
sundry assets and liabilities as hereunder shown) by bill of sale dated ist 
January, 1899, duly executed and acknowledged, and pursuant to a resolu- 
tion of the board of directors at a meeting held on the first day of January, 
1899, ^"d entered on the minutes, pages 2 and 3. 

Cash $ 1,886 so 

Bills Receivable 10,783 12 

Accounts Receivable 25,638 46 

Inventory 20,720 42 

Real Estate 5,881 93 

To Bills Payable $8,50000 

Accounts Payable 11,15060 

Schneider & Schroeder 45,239 83 

In the meantime Mr. Schuettler has paid by check for his stock, the 

receipt of which is duly recorded in the cash book. It is not necessary to pass 

checks between the old business and the new, as the following journal entries 

will fully answer the purpose : 

Schneider & Schroeder $45,23983 

To A. Schneider, stock acct '. ... $25,000 00 

B. Schroeder, stock acct 15,00000 

A. Schneider, personal acct 3,12050 

B. Schroeder, personal acct 2,11933 
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To pay for stock subscribed by A. Schneider and B. Schroeder in The 
Schneider & Schroeder Co., and to transfer the balance of the credit to, 
Schneider & Schroeder to their respective personal accounts as authorized 
this day by the said A. Schneider and B. Schroeder. 

The balance sheet of the new company will now show as follows : 

ASSETS. 

Cash $36,86650 

Bills Receivable 10,783 12 

Accounts Receivable 25,638 46 

Inventory 20,720 42 

Real Estate S.881 93 

$99,890 43 
UABIlvlTlES. 

Capital $75 000 00 

Bills Payable 8,500 00 

Accounts Payable 11,150 60 

A. Schneider, personal 3,120 50 

B. Schroeder, personal 2,11933 

$99,890 43 

The closing of the books of the old company is a very simple matter. 
First, credit asset accounts with amounts of balances of such accounts, 
$64,890.43. Debit trade liability accounts with amounts of balances of such 
accounts, $19,650.60. Debit Schneider & Schroeder with the difference 
between the assets and liabilities, with an explanation that this is the pur- 
chase price of the business transferred, $45,239.83. The only accounts left 
on the old ledger are the debit account of The Schneider & Schroeder Co. 
and the credit accounts of A. Schneider and B. Schroeder, so, second, close 
these accounts by crediting The Schneider & Schroeder Co. $45,239.83 and 
charging A. Schneider $28,120.50 and B. Schroeder $17,119.33 to stock 
certificates received from The Schneider & Schroeder Co., $40,000 in part 
payment of purchase money and cash $5,239.83 to balance. 



The transfer of a sole proprietorship to a corporation may be illustrated 
by the following example : 

THE H. B. SMITH CO., INCORPORATED JANUARY I, I9OO. 

On page — of the Record of Minutes of the H. B. Smith Co., under 

date of , the said company agreed to purchase of H. B. 

Smith his business and good-will for $225,000 and assume the liabilities of 
the company which existed at the time of sale. 

On page — of the said Record of Minutes the said Company agreed to 
incorporate for $150,000 under the laws of the State of Illinois. Hence the 
following records : 
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Journal entry <Vo. i : 

Dr. Cr. 

Subscription $150,000 00 

To Capital Stock $150,00000 

for 1,500 shares of stock in the said Company at $100 
per share, as per the articles of incorporation. 

Journal entry No. 2 : 
H. B. Smith, Stock Subscription, 1,497 shares at $100 each $149,700 00 

H. Sever, Stock Subscription, i share at $100 100 

F. Ropp, Stock Subscription, i share at $100 100 

E. Stewart, Stock Subscription, i share at $100 100 

To Subscription Account 150,00000 

Journal entry No. 3, showing some of the payments for stock. 

The following Assets — minus the Liabilities — were transferred to the 

H. B. Smith Co. and accepted by them as per the respective inventories of 

same in payment of the Stock Subscription of the said H. B. Smith, and 

which inventories are in excess of his indebtedness for Stock to the extent 

of $75,000, for which amount an "H. B. Smith's Surplus Account" should 

be opened, as per the following : 

H. B. Smith. Dr. Cr. 

Cash $ 21,857 70 

Mdse 166,53529 

Fixtures 6,103 91 

Bills Receivable 9.452 93 

Cr. Insurance 500 00 

Suspense 192 62 

Sales Ledger— City 58,407 09 

Sales Ledger — Country 35, 185 78 

H. B. Smith 2,739 17 

$300,974 49 

Less 

Bills Payable $35,ooo 00 

Purchase Ledger 40,073 19 

M. L. Foster 901 30 

75,974 49 

$225,000 00 

To H. B. Smith, Stock Subscription $149,700 00 

H. B. Smith's Surplus Account 75,30000 

On page — of the said Record of Minutes of the meeting of directors 
of the H. B. Smith Co., it was agreed to assume $75,000 of H. B. Smith's 
Surplus Account by the H. B. Smith Co. and to consider it a premium on 
the Capital Stock of the Company, the said premium to be purchased by the 
stockholders at value in proportion to their respective holdings. Hence 
Journal entry No. 4 

H. B. Smith, Subscription, 50% on 1,497 shares $74,850 00 

F. Ropp, Subscription, 50% on i share 50 00 

E. Stewart, Subscription, 50% on i share 50 00 

H. Sever, Subscription, 50% on i share so 00 

To Premium on Capital Stock Account $75,000 00 
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The result of these Journal Entries will show the Statement of Assets 

and Liabilities of the H. B. Smith Co., under date of January 2, 1900, as 

presented on the following page : 

H. B. SMITH CO. 

STATEMENT OE ASSETS AND iviABiLiTiES — ^January 2, 1900. 

Assets. Liabilities. 

Capital $150,000.00 

Premium on Capital Stock 75,000.00 

H. B. Smith's surplus 4S0.00 

$100.00 F. Ropp— Stock. 
100.00 E. Stewart— Stock. 
100.00 H. Sever— Stock. 
50.00 H. B. Smith — Subscription to Premium. 
50.00 F. Ropp — Subscription to Premium. 
50.00 H. Sever — Subscription to Premium. 
21,857.70 Cash. 
1(56,535.29 Mdse. 
6,103.91 Fixtures. 
9,452.93 Bills Receivable. 
58,407.09 Sales Ledger — City. 
35,185.78 Sales Ledger — Country. 
2,739-17 H.B.Smith. 
500.00 Credit Insurance. 
192.62 Suspense. 

Bills Payable 35,ooo.oo 

Purchase Ledger 40,073.19 

M. L. Foster 901.30 



$301,424.49 $301 -424 -49 

The proper entries to transfer the business of an old company to a new 
company are shown below. 

The Hunter Piano Manufacturing Company decide to organize a new 
company to carry on the business. The new company will be capitalized for 
$30,000, the purchase price of the business will be $15,000, payable $10,000 
in stock and $5,000 in cash. The intention is to sell the remainder of the 
stock and to build a new and better equipped factory for the development of 
the company's business. The balance sheet of the Hunter Piano Manufac- 
turing Company at date of sale to the new company was as follows : 

ASSETS. LIABILITIES. 

Cash $ 108 75 American Manf g Co $10,000 00 

Accounts receivable 8,756 50 Accounts payable 12,956 25 

Accounts receivable (doubtful) . 922 70 Bills payable '. 2,500 00 

Installment accounts 7,824 00 Sundry accts. payable 695 45 

Inventory 3,72250 Surplus 9,65835 

Goods in process of manufacture 1,975 60 

Patents 5,000 00 

Plant, buildings, etc 7,50Q 00 



$35,810 OS $3S,8io OS 
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The Prospectus of which the new company is organized is based on. 
this balance sheet with the following provisions : 

Omit Doubtful Accounts; deduct 5^ from Accounts Receivable and 
Installment Accounts, and deduct 10^ from Inventory and 20j^ from Plant 
and Buildings for depreciation. The capital consists of 300 shares at $100 
per share. The American Manufacturing Company have been financing the 
Hunter Piano Manufacturing Company, having invested $10,000 in the: 
business, which they practically own. The new company is to pay them; 
$15,000 for the business as it stands, $10,000 to be in stock of the new 
company at par and $5,000 cash. 

The closing entries on the books of the old company will be as follows t 

Debit — Profit and Loss a/c $3,623 97 

Credit— Doubtful A/R $922 70 

" Accts. Receivable and Instal- 
ment Accts. 5% dep 829 02 

" Inventory, 10% dep 372 25 

" Plant,' etc., 20% dep 1,500 00 

Debit— S. K. P. M. Co $15,00000 

" Liability Accts 16,15170 

" Profit and Loss , 1,034 38 

Credit— Asset Accts $32,186 08 

The new company turns over to The American Manufacturing Com- 
pany, the owners and vendors of the new company, $5,000 cash, and $10,000 
in stock in purchase of the business of the Hunter Piano Manufacturing 
Company as it stands. 

Debit — Cash $5,000 00 

" American Mfg. Co 10,000 00 

Credit— S. K. P. M. Co 15,000 00 

Credit — Cash 5,000 00 

" Profit and Loss 4,658 35 

Debit— American Mfg. Co $9,658 35 

Debit— Surplus $9,658 35 

, Credit — American Mfg. Co $9,658 35 

The opening entries for the books of the new company will be as fol- 
lows : 

Credit — Capital $30,000 00 

Debit — Amer. Mfg. Co., 100 shares $10,000 00 

" H. Hart, 200 shares 20,000 00 

Debit^Cash $15,000 00 

" Special Expense — 

Services of H. Hart 5,000 00 

Credit — H. Hart $20,00000 

Debit— S. K. P. M. Co., old assets 

taken over $32,186 08 

Credit— S. K. P. M. Co., old liabilities 

accts. taken over $16,151 70 

" American Mfg. Co. — 

(purchase price) 15,000 00 

" Surplus Acct 1,034 38 

Debit — American Mfg. Co $5,000 00 

Credit — Cash $5,000 00 
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The explanation accompanying the above entries sT.ouId be amplified, 
and where a separate cash book is used cash items are, of course, not journal- 
ized. 

The balance sheet of the new company at commencement of business 
will now show as follows: 

ASSETS. LIABILITIES. 

Cash $io,io8 75 Capital $30,000 00 

Accts. receivable 15,75148 Accounts Payable 16,15170 

Inventory 3,35025 Surplus 1,03438 

Work unfinished 1,975 60 

Patents 5,000 00 

Plant, buildings, etc 6,000 00 

Special expense 5,000 00 



$47,186 08 $47,186 08 

CORPORATION STOCK ACCOUNT BOOKS.— What most 
troubles a novice in corporation book-keeping is, not in what book to make 
the entries, but how properly to make them, or how to make them at all; 
and inasmuch as no ,coherent method, aside from illustrative examples for 
the guidance of tyros, appears in the text books, our object is to attempt to 
formulate some general rules which will be helpful to beginners. 

If the secretary or book-keeper of a corporation is uncertain as to the 
book in which he should enter the record of a particular transaction or class 
of transactions, he ought to make it a point to ascertain, if possible, the best 
practice in that regard. Is it the best practice to make the entries of the 
Capital Stock account in the "Stock Books" or in the "Books of Account?" 
Before a satisfactory answer could be made, the inquiry would be: What 
are "Stock Books" and what "Books of Account?" 

It is to be taken for granted that the corporation to which reference has 
been and is being made is : 

A private corporation for pecuniary profit. 

That only one set of books of account are kept to show the results of the 
business ; and 

Tha:t the only books in which the stockholders' names exclusively appear 
are those which will show the officers of the corporation who are its stock- 
holders and vvho are entitled to vote at stockholders' meetings. 

In the United Kingdom the laws with respect to corporations are 
uniform, and are more stringent in their regulations than with us. It appears 
that certain books must be kept ; that the books must be audited annually by 
a chartered auditor, and that the auditor's suggestions as to how the books 
should be kept are followed as a rule. 
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The Corpcsration stock books required by an English Pubhc Company 
are as follows : 

1. Register of Members. 

2. Directors' Minute Book. 

3. Minute Book of General Meetings. 

4. Register of Transfers. 

5. Register of Mortgages. 

6. Register of Documents. 

7. Share Certificate Book. 

8. Seal Book. 

9. Annual Summary of Capital Book. 
10. Directors' Attendance Book. 

Those required by an American Private Corporation are as follows : 

1. Book of By-Laws. 

2. Minute Book. 

3. Stock Certificate Book. 

4. Transfer Journal. 

5. Transfer Ledger. 

6. Bond Register. 

The Canadian practice as to the use of the "Stock Ledger" is thus 
explained : 

"Stock Ledger." The use of a stock ledger will be apparent if you 
consider how difficult it would be to keep an account in the general ledger 
with the individual stockholders of a company who hold stock to-day and 
part with it to-morrow, as is done with the individual partners of an ordinary 
business whose interest is permanent. This book, therefore, contains 
nothing but the name and address of each shareholder, the number of shares 
of the capital stock of the company held by each, and the installments that 
have been paid upon them. 

As a matter of fact these corporation stock books are very seldom used 
by small companies. In large companies where the stockholders are numer- 
ous and especially where shares have a market value they are undoubtedly 
unnecessary. 

Under our system of incorporation through general laws, a corporation 
is created upon the execution, by persons desirous of incorporating, of 
articles of incorporation, the filing of such articles in certain designated 
offices, and the certification of same by specified public officers; when this 
instrument is executed, filed and certified to as required, the corporation 
instantly comes into legal existence. 
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Although now regularly formed, the corporation cannot act; being an 
artificial person, it must act by means of agents, and it has no agents. Incor- 
poration must be followed by organization. Organization means : 

1. The adoption, by the stockholders, of by-laws for the government 
of the corporation. 

2. The election, by the directors, of officers to transact the corpora- 
tion business. 

3. The providing for payments to the capital stock, and for the Issu- 
ance to the shareholder of evidences of their holdings, and the taking of 
such further steps as may be necessary to endow the legal entity with 
capacity to carry on the business for which it was created. 

The. Book of By-Laws is evidence that by-laws have been adopted. 

The Minute Book is evidence of who the officers are, and of all other 
acts and proceedings of the Board of Directors. 

The Transfer Journal and Transfer Ledger are evidence of who the 
stockholders are. Upon the original issue, and any subsequent transfers, 
the Stock Certicate Book, Transfer Journal, Transfer Ledger and seal are 
brought into requisition. 

The registration of stock required by statutes serves a two-fold purpose, 
viz.: 

To provide the corporation officers with a record of who are the mem- 
bers of the corporation ; and 

To provide creditors with a record of those who are individually liable 
in case the corporation becomes unable to meet its obligations. The general 
rule is that the books of the corporation furnish evidence as to what persons 
are entitled to the rights and privileges of stockholders, and as to whom 
creditors may look for payment in the event of the insolvency of the corpora- 
tion. Creditors of a corporation are presumed to have relied upon the 
books. 

CORRESPONDENCE REGISTER.— It is the custom of some con- 
cerns to keep a careful record of all correspondence received and its disposi- 
tion. A book is kept in which all letters received are entered and the subject 
in regard to which they are written. The register contains consecutive 
numbers for each entry, and these numbers are also stamped on the letters 
so that every letter must be accounted for. When the correspondence of a 
particular party is concluded, all the letters received, with carbon copies of 
all replies, are fastened together and filed away in numerical order. 

This system involves an alphabetical index to the correspondence reg- 
ister, by which the name and number can be traced. 
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When letters are received which refer to different subjects it is neces- 
sary under the above system to have copies made on separate sheets of each, 
part of the letter referring to a different subject. 

Another system of filing correspondence is as follows : 
"The first factor in obtaining the results, is that all the papers contain- 
ing correspondence or memoranda on any given subject with any one party 
are fastened together chronologically as they reach the office or originate 
therein. The primary object of this is to insure that all correspondence and 
notes on that subject and with that party, shall be at hand whenever the 
matter has to be considered, so as to prevent oversight, mistakes and the 
general trouble that take much of office time and can be traced to defaults of 
memory. Experience has shown that it will not do to put together in the 
same bunch correspondence with more than one party, or on more than one 
subject. It has been found that so large a proportion of letters received are 
one subject letters, that the exceptions can be readily provided for. Letters 
originating in the office can always be made one subject letters, carbon 
copies of triplicate letter press copies being used to go in the bunch. The 
matter of keeping together correspondence on the same subject with differ- 
ent parties, will be taken up later. 

The second factor in obtaining the results, is that each bunch of corre- 
spondence has representing it an index card, which at all times serves to cross - 
index the bunch. These cards are not made out primarily for aiding the 
filing, are but part of the customary "follow up" system, and are utilized in 
the filing when the original use is over. The labor of filling them out is not 
therefore chairgeable to the filing system. 

"There are in use two general methods of letter filing ; one, alphabetic, 
under either subject or name of correspondent; the other, chronological, 
under either the date on which the letter was written or that on which it was 
received. The so-called "numerical" method is an aphabetic filing, in which 
the index is separated from the papers filed and an additional numerical index 
used to connect the two. 

"Practically all systems in use combine the alphabetic and chronologic' 
methods. The most common is that in which the letters are filed alpha- 
betically under the name of the writer, and as each file drawer is filled, the 
contents are moved undisturbed into a transfer case, and the transfer cases 
filed under a combination alphabetic and chronologic system. With the 
result that all through, the filing is discontinuous in both ways. Old matter 
wanted simply has to be hunted up sheet by sheet at a heavy expense for 
time, with no indication after it has been taken out once, where it will be 
next time. 
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"The numerical method improves on this in one way. All the corre- 
•spondence with a party is together, but this is gained at an expense for filing 
Toom. The filing space required grows larger indefinitely and has to be con- 
stantly rearranged. Under both methods, live and old and valuable and use- 
less records are mixed in together and the bulk has to be saved to secure 
"the small amount that will ever be required again. The evolution of office 
;njethods has shown that a pure alphabetic filing is the ideal for active matter, 
and a pure chronologic for closed matter. The former enables the papers 
-sought to be gone at directly without the intervention of separate indexes. 
Under the latter, the older a closed matter is, the further it gets from and 
the less it interferes with the active handling of the current records. 

"In the system here presented, any bunch of correspondence — that is, 

-all the correspondence with any one party on ony one subject — is to be found 

, at any time by looking for it either alphatbetically or chronologically. This 

is secured by means of the index cards. As long as the matter th'e bunch 

refers to is not settled, the bunch itself is filed alphabetically under the name 

>of the correspondnt, and its card is filed chronologically under the date on 

which the matter is to be taken up again, in the usual "follow up" method. 

*'When the matter of which the bunch is the record, is settled, the meth- 
•ods of filing are reversed. The bunch is filed chronologically under the date 
-on which the la§t action was taken, and the card is filed alphabetically under 
the name of the correspondent. So that at all times, both when active and 
• closed, all the correspondence on any one subject with any one party can be 
-secured mechanically by looking in one place in one letter file only. 

"Closed matter differs widely in the probabilities of its coming up again. 
Some will certainly never be referred to. Some, in the nature of agreements, 
may be required at any time until a settlement is made and outlawed. Some, 
referring to permanent work done, will be required as long as the business 
lasts. But for all kinds, the older a matter is the less probability of its 
being required again. 

"In this system, these conditions are met by sorting the bunches auto- 
matically at the time they are closed, so that each kind can be thrown away 
when its usefulness is over, without risk of destroying more valuable and 
longer lived matter. At the same time the index cards are sorted out and 
■ so filed as to become the basis of mailing and reference lists. 

"In the practical operation of the system there are required five groups 
of filing equipment. 

"i. An 'Active' letter file. This is indexed as a whole alphabetically 
from A to Z. For the average business, there will be required two drawers 
of the average letter file size, for each ten letters received per day. They can 
..be of any type, except the double arch, which will not handle the bunches. 
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"2. Transfer cases for 'Closed' correspondence. These require no 
indexes. One each is required for each class into which the closed corres- 
pondence is sorted, and should be marked with a letter, indicating the class. 
They gradually fill up, are removed when full and stored, and have to be 
replaced with new ones. When their contents are destroyed, they can be 
used again as originally. 

"3. A 'Deferred' index file for three inches by five inches cards. This 
requires a set of 'monthly' guides and twelve sets of 'one to thirty-one' 
guides, so that a card can be put in at any day in the year. There will be 
required fof the average business about six inches of room for each ten letters 
received per day. 

"4. A 'Tracer' index file for cards. This is for the purpose of locat- 
ing correspondence when in use, and is not required in a small office where 
there are but a few employes. It requires a set of guides with blank tabs, 
to be filled in with the names of employes who handle correspondence. It 
requires about one-quarter inch space for each ten letters received per day, 
and is usually put in the front of the drawer holding the 'deferred' index. 

"5. A 'Closed' index file for cards. This will gradually grow larger, 
requiring for the average business about two inches of space per month 
for each ten letters received per day. The guides are alphabetic, from 
A to Z, and should be gradually increased in number as the file fills, so as 
not to have more than ten cards between one guide and the next. 

Under the system when a letter arrives : 

1. It is stamped with the date of receipt. 

2. A. If it refers to previous communications, that bunch of cor« 
respondence and its index cards are obtained from the files : 

1. The bunch is first looked for alphabetically, under the name of 
the v/rited in the active letter file. When there is more than one subject 
active with the same writer, it is necessary to get the bunch referring to 
the matter in the letter under consideration. If the letter received refers to 
more than one subject, a copy is made on pink paper for each subject, 
including the date, the parts referring to that subject and the signature. 
Each copy is then handled as a separate incoming letter, stamped with 
the date of receipt, etc. When the bunch is found, it shows on it the 
advanced date under which its card has been placed in the deferred index 
file. 

2. If the bunch is not in the active file, its card is looked up alphabet- 
ically under the writer's name in the closed index file. When the card is 
found, it shows on it the class into which the closed correspondence was 
sorted and the date on which it was closed. This locates directly the 
transfer case and the place in that case where the bunch is. 
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B. If there has been no previous correspondence, a card is made out, 
giving the writer's name, address and, in one word if possible, the subject of 
the letter. 

3. The incoming letter is now attached face up to the face of the 
bunch by means of a wire clip, and referred to the proper department 
for action. The card for the bunch is put in the tracer index file, behind 
the guide bearing the name of the clerk to whom the matter is referred. 
This Iqcates at any time correspondence which is out of the files. The 
date stamped on the incoming letter shows how long the bunch has been out. 

4. With the answer to the received letter, a copy is made, either a 
triplicate letter-press copy on a loose sheet, or preferably, a carbon copy 
on a manilla sheet. 

5. When the answer is signed, the copy is marked with a red pencil 
as follows: 

A. If it is a matter that is to be considered again, the date on which 
a reply should come or action be taken, is put in large figures in the lower 
right-hand corner, and the name underlined by which it is to be filed in the 
active file. 

B. If it is a matter that is settled, the closing date is underlined, as well 
as the name of the correspondent, and a capital letter added to the latter 
underlining, to indicate the class of closed correspondence with which 
the bunch is to be filed. 

6. The copy is then laid on its bunch and returned to the filing clerk. 

7. Here the copy is fasteried to the bunch. Pasting with white 
photographic paste is the preferable way, the two upper corners being 
fastened. In railroad offices it is common to use flexible brass staples. 
Mucilage should not be used, as it prevents the papers being readily 
separated in case one has to be removed for any cause. 

8. The correspondence card is next removed from the tracer index 
file; and, 

A. If the bunch is to continue active, the card is put in the deferred 
index file under the date marked on the letter. 

B. If the bunch has been closed, its card is also marked in red pencil 
with the closing date and the class of closed correspondence into which 
its bunch is to go, and the card filed alphabetically under the name of the 
correspondent, in the closed index file. 

9. The bunch is then filed as indicated by its marking, alphabetically 
in the active letter file under the name of tl^e correspondent, or chronologically 
in the closed transfer case of the class indicated, under the date of closing. 

10. When a transfer case is full of closed correspondence of its 
particular class, it is marked with the first and last closing date in it and 
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stored, an empty one of the same class taking its place. When the ma'ter 
m any stored transfer case has no chance of coming up again, it is destroyed 
and case re-used for the same class again, being given new dates when 
again filled. 

"To illustrate a particular instance, the closed bunches were divided 
into: 

G. General letters that referred. to nothing of importance and were 
destroyed when a year old. 

I. Inquiry letters, which did not develop into business and were 
destroyed when two years old, or at the end of the follow-up system. 

P. Purchase correspondence, which was destroyed after the purchase 
accounts were outlawed. 

S. Sales correspondence, kept permanently for looking up repair and 
renewal orders. 

C. Credit report correspondence, kept two years. 

A. Agents' arrangements, kept five years. 

E. Employes' records and recommendations, kept permanently. 

"A class is also made for the private correspondence of each proprietor. 
It should be understood that a transfer case full is destroyed together, when 
its terminal date is overrun as stated, and not the individual bunches of 
correspondence, bunch by bunch. Also that each time a matter is called 
up out of the closed files, it does not go back to its old place, but obtains 
a new lease of life dating from the day on which it was closed. The cards 
in the closed index file are not destroyed when the bunches of letters are, 
but are kept to form a permanent record of addresses. As they are all 
marked into classes, any class can be taken out and used as a mailing list 
for appropriate printed matter. Duplicate and dead addresses can be weeded 
but when the closing date on the card shows that their usefulness is over. 

"As possibly some readers may not be familiar with the 'deferred date, 
follow-up' plan referred to in connection with the cards, it may be stated 
that every workday in the year, the cards behind the guides for that day and 
preceding holidays, are taken out of the deferred index file. The corres- 
pondence to which they refer is taken out of the active letter file, and 
referred to the proper department for action, just as though the expected 
and overdue letter regarding the matter had come in. This prevents entirely 
any matter being overlooked or delayed. The guide for the day is transferred 
to the other end of the bunch of guides, leaving the next day guide at the 
front, and so on throughout the year, the monthly glides being put back in 
turn as they reach the. front. 

"It occasionally happens that a certain bunch of correspondence is 
wanted, not on any special date, but whenever another bunch referring to 
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the same subject comes up. In this case the card for the former is attached 
behind the card for the latter, by a wire clip, and is thus brought up at the 
same time." 

Frederick T. Snyder. 

COST. — See Factory and Manufacturing Costs. 

COST — (Com. Law) — is that which is actually paid for goods. 

COST LEDGER.— A ledger kept by the factory on the double entry 
principle in order to record the cost of different jobs, the double entry being 
carried out by means of a general ledger account which represents the store 
or main office. Thus, when material is received. Material Account is 
charged and General Ledger Account is credited. When material is used 
on jobs the job is charged and Material Account credited. An account is 
kept with each job which is charged with wages and factory expense as well 
as with material. When the job is complete General Ledger Account is 
charged with the total cost of same and the job credited. 

In the general ledger of the main office corresponding accounts are 
kept with the factory entitled "Cost Ledger Account Material," which is 
charged with the material sent to the factory, and "Cost Ledgei Account 
Expense," which is charged with all expenditures relating to the factory, 
such as wages, etc. When the jobs are completed and reported by the 
factory, customers are debited and "Cost Ledger Account" credited. 

COST MARKS. — A combination of words containing ten letters, each 
letter representing a numeral. Sometimes letters of the alphabet are used 
to answer the purpose, as follows : 

1234567890 

ABCDEi^GHIJ 

Somtimes one or two words are used for the same purpose, such as 
1234567890 

JACOBIvEWI S 

Arbitrary characters are also used consisting of variations of straight 
lines, such as are represented by the form of the capital letters E, F, L, and Z. 

COTTON MEASUREMENT.— A bale of cotton is supposed to 
contain 400 pounds, but the actual weight varies in different localities from 
280 pounds to 720 pounds. A bale of Sea Island cotton contains 300 pounds. 
. COTTON MILL ACCOUNTING.— The special books required for 
this business are cotton purchase book, which will be arranged to show date 
of purchase, from whom purchased, number of bales, marks, colors, weight, 
price, and amount, and a cost book, which will contain details of the labor 
performed in the various picking, carding, spinning, weaving and cloth 
rooms. The whole cost of product is usually charged to a "Cotton Account," 
cotton sales being credited with sales of product. 
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Where there are several mills connected with a business of this kind,., 
the product of each mill should, of course, be shown separately, as also- 
revenue derived from dye-works or bleacheries connected with the enter- 
prise. In some mills the manufacture is distributed into Roving, Yarna 
and Cloth, the cost of material, labor and general manufacturing cost of 
each department being shown separately, together with the revenue derived 
from same. 

COUNTING HOUSE.— Originally a house used for the receipt and; 
counting of money obtained from public taxes. 

A term used in England to describe the office where the administrative 
force of a business is employed. 

COUPONS. — A detachable certificate attached to a bond, debenture, 
or strip, each representing an installment of interest, to be detached for col- 
lection as the installment falls due. 

A ticket exchangeable for cash or goods. 

COUPONS. — (Com. Law). — Those parts of a commercial instru- 
ment which are to be cut, and which are evidence of something connected, 
with the contract mentioned in the instrument. They are generally 
attached to bonds or certificates of loan where the interest is payable at. 
particular periods, and, when the interest is paid, they are cut off and. 
delivered to the payor. In the United States they have been held to be= 
negotiable instruments, if payable to bearer or order, upon which suit, 
may be brought, though detached from the bond. Otherwise, if the bond 
to which the coupons were attached was not negotiable, or if the coupons- 
were not payable to bearer or order. 

Interest on coupons may be recovered in a suit on the coupons and. 
the rate of interest provided for in the bond continues on the coupon until 
it is merged in judgment. A suit on the coupon is not barred by the- 
statute of limitations unless a suit on the bond would be barred, otherwise, 
however, where the coupons have passed into the hands of a party who 
does not hold the bonds. 

COUPON BONDS. — Bonds to which are attached interest coupons, 
said coupons to be detached and presented for payment, with interest. ( See- 
Debentures.) 

COVENANT. — (Com. Law). — In contracts a covenant is an agree- 
ment between two or more persons, entered into by deed, whereby one 
of the parties promises the performance or non-performance of certain., 
acts, or that a given state of things does or shall, or does not or shall not, 
exist. 

COVER. — A purchase made by a short seller to ofifset a previous sale„ 
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CREAMERY BUSINESS ACCOUNTING.— The following par- 
ticulars of a system used in one of the largest creameries in the country may 
be valuable to those who desire to keep track of the transactions of the various 
stations connected with such a company. 

The cream from the different stations is not kept separate, but is all 
thrown into one vat. If payment is made on the test system, it will be 
found very easy to figure the actual number of pounds of butter paid for 
at each station, and this should be used in figuring the loss or profit of each 
station instead of actual number of pounds of butter made, and if there 
should be a churn gain or churn loss over the number of pounds of butter 
paid for, it will show against or for that station in proportion to the number 
of pounds of butter paid for by the test. 

ANALYSIS OF STATEMENTS. 

1. Actual creartiery sales. 

2. Invoice of product on hand last of month. 

3. Invoice of products on hand from previous months. 

4. Total cost of milk at various stations. 

5. Cost of cream bought from outside parties. 

6. Rebates and discounts. 

7. Total expense at factory, office and agencies, including every charge 
from time raw material is delivered at factory until it is disposed of. 

8. The charges of separating at the different stations and delivering 
same at factory. Under head of K are included five separating stations. 

9. Is ID per cent, per month discount on our cost for cans and boxes. 

10. Is 10 per cent, discount per month on tools and utensils. 

11. Is premium on insurance in force. 

12. Interest on bills payable, less interest on bills receivable, per month. 

13. Bad account. 

14. Cost per pound of making butter and disposing of same at factory, 
"which includes numbers 7 and 9 to 13. 

15. Is the average selling price per pound, made for this statement 
only, which is gotten by taking numbers 3 and 6 from the total sales for the 
month, plus the inventory, number 2. 

16. Is the actual selling price per pound of butter sold, not used in this 
•statement ,at all. 

17. Is actual number of pounds of butter paid for. 

18. Statement of a skimming station. 

19. Labor charges for this station. 

20. Factory charge for making butter produced by this station, as pe: 
factory charge number 14. 

21. Actual cost of milk at this station. 

22. Is selling price of product from this station. 
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23 and 24. Butter produced and cost per pound for producing same 
at this station. 

SUMMARIZED STATEMENT OF STATIONS. 

1. Total creamery sales $9,74o 30 

2. 5,025 lbs. butter on hand July ist at i6c. 804 00 
2. 1,749 lbs. butter churned July ist from 

cream of June 30th at i6c 279 84 

2. 154 lbs. sweet cream=38 lbs. butter at i6c 6 08 

$10,830 22 

3. 3,028 lbs. butter on hand June i at iSJ^c 469 34 
3. 810 lbs. butter churned June ist from 

cream of May 31st at iSJ^c 125 55 

3. 148 lbs. sweet cream=37 lbs. butter at 

J5J4c 5 73 

4. Cost of milk 6,72125 

5. Cost of cream bought 653 57 

6. Rebates and discounts 92 27 8,067 71 

$2,762 SI 

7. General expense at factory and office $772 02 
S. Exp. of separating and delivering — 

Sta. A 30 00 

8. Exp. of separating and delivering — 

Sta. B 67 92 

8. Exp. of separating and delivering — 

Sta. C 4981 

8. Exp. of separating and delivering — 

Sta. D 37 17 

8. Exp. of separating and delivering — 

Sta. E ..Not running. 

8. Exp. of .separating and delivering — 

Sta. F '. 130 66 

8. Exp. of separating and delivering — 

Sta. G 94 07 

8. Exp. of separating and delivering — 

Sta. H 35 88 

8. Exp. of separating and delivering — 

Sta. I Not running. 

8. Exp. of separating and delivering — 

Sta. J 10229 

8, Exp. of separating and delivering — 

Sta. K 682 58 

$ 2,001 40 

$ 761 II 
g. Discounts on cans and boxes $ 73 44 

10. Discounts on tools and utensils 3987 

11. Premium on insurance 1000 

12. Int. on bills pay., $24.79, bills rec, $3.59- 21 20 

13. Loss and gain acct 230 

146 81 

Net gain $ 61430 
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PERCENTAGES, ETC. 

14. Cost per' lb. of producing butter at factory and 

marketing 0190435 

15. Average selling price for statement 210104 

16. Average selling, sales book . 1872 

Vj. Butter paid for at stations 44,453 lbs. 

17. Butter paid for in cream bought 3.796 lbs. 

17. Total lbs. butter paid for 48,249 lbs. 

STATEMENTS EROM CREAMERY STATIONS. 



18. Station A:— 

19. Labor $ 30 00 

20. Factory charge 52 92 

21. Cost of milk 475 64 

22. Value butter produced $ 583 89 

$SS8 S6 $ 583 89 

23. Butter produced, 2,779 lbs SS8 56 

24. Cost per lb. at Sta., .1819c. Gain 25 33 

Station B. Gain 48 71 

C. Gain 16 37 

D. Gain 62 31 

F. Loss $ 9 81 

G. Gain i 76 

H. Loss 664 

Canton Stations. Gain 353 49 

J. Gain 5109 

Cream bought. Gain 7169 

Gross gain $630 75 

Less loss 1645 

Net gain $614 30 

A method by which accounts of this nature are kept in the United 
Kingdom is fully described in the following report of a lecturer addressed to 
the Incorporated Accountants' Students' Society of London, by Mr, F. W. A* 
SchoU: 

The Books. — 

(i) Rough Cash Book. 

(2) Fair Cash Book. 

(3) Purchase Day Book. 

(4) Sales Ledger. 
'(S) General Ledger. 

(6) Milk Stock Book. 

(7) Gross Profit Book. 
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Rough Cash Book. — TKis book is of the ordinary form, with one 
cash column on both the debit and credit side. It should record on the 
debit side, the starting balance of cash on hand and all the daily receipts, 
distinguishing the cash received from the men for sales on the rounds from 
the proceeds of the shop sales, rent, etc. I may here mention that occasion- 
ally a part of the stabling would be sub-let, hence the appearance of rent 
receipts. 

On the credit side would appear the daily payments, e. g., purchases of 
milk, provisions and forage, wages, and petty disbursements incidental to 
the carrying on of the business and to the bank. 

At at the end of each week a summary of these receipts and payments 
should be made, which should then be entered in the fair cash book. 

These particulars are then posted in the general ledger ; the total weekly 
receipts on account of sales of milk and provisions to the credit of trading 
account, rent and sundry receipts to the credit of expenses account. 

On the debit side of the bank column would appear the amounts paid 
into bank. 

On the credit side of the cash column will appear the total amount of 
petty disbursements, wages, purchases of milk, etc., forage, etc., and pay- 
ments into bank, and on the credit of bank, the checks drawn against it. 

It should be insisted upon that only small items of expense be paid by 
cash, otherwise there is a great danger of irregularities creeping in. 

Purchases Day Book. — This records the purchases of milk and pro- 
visions, whether for cash or on credit, the weekly totals being credited to 
their respective accounts in the general ledger, the grand weekly totals of 
purchases being debited to the trading account in the same book. It is 
advisable that a cash purchase account be opened in the general ledger, 
the credits being posted from the purchase book and the cash paid being) 
debited from the cash book. 

The majority of dairymen in London do not own cows, but obtain their 
supplies of milk, etc., from farmers in country districts. Contracts are made 
with these men for a daily supply of so many barn gallons — a barn gallon 
being equivalent to two imperial gallons — hence it is necessary to record the 
quantities as received. The form of day book before you states the supplier's 
name, which is followed by seven columns, one being used for each day's 
milk received, the weekly total quantity is then shown in total column fol- 
lowed by a column for price, and the value extended to an outer column, 
which amount is credited to the personal account in the general ledger, as has 
already been explained. With regard to the provisions, the values only are 
inserted under the date of purchase. 
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Sales Ledger.— It is obvious that in a business of this nature, where 
the transactions occurring daily are so numerous, and their monetary value 
so small, that it would be impracticable to open an account in the ordinary 
way with each customer. The form of ledger is a tabular one, therefore, 
which furnishes all the advantages of a debtor and creditor account in the 
simplest form, is a check against robbery of milk, etc., and money, and 
supplies the necessary materials for arriving at the result of trading for any 
period in a very short time, is a check against the customer's books, and 
shows at a glance what a customer owes at any moment. 
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The first column is for the name and address of the customer ; the second 
for recording what is owing by a customer at the commencement of the week. 
The seven following columns are for recording the milk, cream, and pro- 
visions (cream and provisions being written in red ink) supplied on each 
day of the week. 

Tenth column is for the total amount of the seven days' supply. 

Eleventh column for the amount owing at the beginning of the week, 
as per column one, with the total of week's supply added. 

The following seven columns are for recording the cash received on 
any of the seven days of the same week. 

Nineteenth column is for the total amount received during the week. 

Twentieth column is for deductions, e. g., overcharges, allowances, etc. 

Twenty-first column shows the actual amount due by the customer at 
the end of the week. 

In large businesses the accounts are generally kept in rounds, as a check 
against the person having charge of a particular round. The particulars of 
milk, etc., sold and cash received on the rounds are booked up each evening. 
By adding up the column of milk, etc., supplied and that of cash received, 
the book-keeper is enabled to tell whether the milk given out (see stock 
book) and cash paid in has been properly accounted for under their charge. 
The book-keeper should initial in the cash column the total of cash paid in 
and received by him, as irregularities have been known to occur through the 
neglect of this simple precautionary method. Customers with fairly large 
accounts who pay periodically, should have pass-books, which should be 
made up and rendered weekly, thus acting as a check between the roundsmen 
and book-keeper. 
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A complete check upon the clerical work in connection, with this ledger 
can easily be obtained in the following manner, viz., by adding the total 
amount due at the beginning of the week to the total amount of sales^ and 
deducting the totals of cash received and allowances ; the result should agree 
with the total amount of debts due at the end of the week. The daily column 
of trade and cash received should also be cast, thus proving the accuracy of 
the grand total of goods sold and cash received. 

A summary should be made daily at the end of each round of the 
quantity of milk sold, together with the several sale prices, also of cream 
and provisions, as these particulars , will be required for the purpose oi 
arriving at the weekly gross profit (see gross profit book). 

GenEraIv lyEDGElR. — The personal accounts will be the capital and draw- 
ing accounts of the proprietor, and those of persons from whom purchases 
are made. The usual impersonal accounts would be as follows, viz., 
wages, forage plant (which would include horses, carts, etc.), expenses 
account, under which heading would appear rent, taxes, water, gas, repairs 
to plant and sundry items of expense in connection with the working of the 
business, and trading account, to which your especial attention is directed. 

The debit side would show the book debts as per sales ledger and stock 
on hand at the opening of the period, and the weekly totals of goods pur- 
chased as per the purchase book. It is advisable to state separately the milk 
and cream and provisions purchased, as this enables the proprietor to more 
easily supervise his business, and especially so when it is under management. 

On the credit side would appear the cash received, on account of sales of 
milk, etc., posted from the cash book. Bad debts and allowances ( as shown 
at end of rounds in sales ledger) and stock of milk and provisions on hand 
and book debts at closing period. The difference, if a credit balance, would 
represent the gross profit, which should agree with the total of the weekly 
gross profits ( as shown by the gross profit book) for the period for which 
the accounts have been made up. 

MiirK Stock Book. — This book shows the stock on hand: from the pre- 
ceding day, to which must be added the quantity purchased as per the pur^ 
chase book. The quantities given out to the men on the rounds, less returns, 
should agree with the quantities booked in as sold, and recorded in the sales 
ledger, to which must be added the quantity sold in the shop and stock on 
hand. There should be but a small difference after taking into considera- 
■tion the allowances to the men. 

WeekI/Y Gross Profit Book. — The weekly gross profit is obtained in 
th^ followirig manner : The particulars of the milk and provision pur- 
chases are taken from the purchases day book. . The milk and provisions 
sold, as shown in the summary at the end of the. rounds in sales ledger, to 
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which must be added the shop trade (the quantities of milk which are shown 
in the stock book, and their values in the rough cash book). The cash for 
the provisions sold in the shop should be kept separately. 

The purchases are added to the opening stock, from the total of which 
the closing stock is deducted, thus giving the net purchases; this amount 
is then deducted from the sales, giving as a result the gross profit. 

The milk gross profit added to the provisions gross profit for the period 
should agree with the gross profit as shown in the trading account. 

The stock on hand at the end of each week should be enumerated in 
the gross profit book, giving both quantities and values. These would gen- 
erally be of a small monetary value. Fraud has frequently occurred by the 
neglect of this simple duty, the manager having appropriated some of his 
master's cash, and has made his gross profit apparently correct by inflating 
his stock to the same amount. 

CR. — An abbreviation of the word "credit," used in books and state- 
ments of account. 

CREDIT. — On a personal account a credit represent what we 

receive. 

Example. — Goods purchased by us, (Account Payable). 
Cash received by us, (Account Receivable). 
Goods returned to us, (Account Receivable). 

On an impersonal account a credit represents a reduction of outlay. 

Example. — Charge John Jones, Traveler.. .$12 24 

Credit Expense Account. .. $12 24 

for 612 miles of C. & N. W. mileage used for personal purposes. 

On a statistical account a credit frequently represents a number of 
debits made to personal accounts. 

Example. — Sales Account, representing amount of sales to customers. 

In a profit and loss account the credits represent the profit made by 
the transactions of business, and when the result of such transactions is a net 
profit, the balance of the account is a credit balance. 

This is one of the reasons why some accountants maintain that the 
balance of a statement of Assets or Liabilities (representing the surplus 
shown by the Profit and Loss account) should occupy a corres2onding posi- 
tion in that statement. 

Mr. J. A. Carlill, in his text-book entitled "The Principles of Book- 
keeping," makes the following explanation why a Capital Account should 
appear on the credit side of the ledger : 

"Mr. Dunmow has capital employed in his business, therefore the bal- 
ance of the Capital Account will be Cr. — 

(i) Because, when he first began business, money paid in by him 
would be debited to Cash and credited to his account, just the same as money 
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received from a customer would be debited to Cash and credited to the 
customer's account. 

(2) Because capital corresponds to the excess of assets over liabilities, 
and assets are Dr.; the equilibrium is therefore maintained by Capital a 
credit. 

(3) Because, if Mr. Dunmow realized and closed his business, he 
would have to be paid the amount of his capital in the same way as a trade 
creditor . would claim to be paid, the only difference being that the trade 
creditor has a sort of preferential claim." 

In businesses of any magnitude the credit department and the credit man 
are features of great importance. The amount of credit allowed to cus- 
tomers has to be most carefully watched in order to prevent the accumulation 
of bad debts. The confidential interchange of information in regard to 
persons applying for credit has already appealed to the business man as a very 
desirable safeguard against loss, and on the 25th of June, 1896, was organ- 
ized the National Association of Credit Men, the president being W. H. 
Preston, of Sioux City, Iowa. This association now has branches in most 
of the large cities of the United States and appears to be in a flourishing 
condition, and will doubtless prove a benefit to the commercial community 
it the members conscientiously carry out the objects of the organization, 
which may be briefly stated as follows : 

"To agitate and effect changes in State and National Laws to protect 
Creditors and Honest Debtors. 

"To investigate and strive to punish, under the laws, dishonest debtors, 
and to make examples of them to deter others from like practices. 

"To combine the intelligence of members to enable them to protect 
themselves against imposition, injustice and fraud. 

"To establish closer ties of business association that the welfare of each 
and all may be better conserved." 

This association has made a careful study of the detail of the work of 
the credit men, and have issued official suggestions for the guidance of that 
department of business. ( See Collectors. ) 

CREDIT. — (Com. Law). — The ability to borrow on the opinion con- 
ceived by the lender that he will be repaid. 

A debt due or to become due as distinguished from debt which is a 
debt owing. 

The time allowed by the creditor for the payment of goods sold by 
him to the debtor. 

That influence connected with certain certain social positions. 
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CREDIT BOOK.^— A book of original records in which are entered 
credits to customers for goods returned, allowances, etc. 

Such records are often kept on tickets, or loose sheets, which are sub- 
sequently collected and fastened together in a binder. 
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CREDIT LEDGER. — ^A term sometimes used to describe a ledger iti 
which only Accounts Payable are kept; 

CREDITOR. — A person to whom is due or owing obligations con- 
tracted by others. 

CREDITOR.— (Com. Law). — He who has the right to require the 
fulfillment of an obligation or contract. A person to whom any obligation 
is due. 

CROSS ENTRY. — ^An adjusting or correcting entry made through 
the journal, which is sometimes called a Cross-Entry Journal when used . 
principally for this class of entry. 

CRQSSED CHECK.— See Check. 

CUBIC MEASURE.— 

I 728 cubic inches (cu. in.) — i cubic foot, cu. ft. 
27 cubic feet — i cubic yard, cu. yd. 
40 cubic ft. of round timber, or 
So cubic feet of hewn timber — i ton or load, T. 
16 cubic feet — i cord foot, cd. ft. 
8 cord feet or 
128 cubic feet — I cord of wood, cd. 
24J4 cubic feet — i perch of stone, or masonry, pch. 

CUMULATIVE PREFERENCE STOCK.— This is stock on which' 
dividends must be paid before the common stockhdlders receive anything 
from the profits. If the profits are not sufficient to pay the cumulative 
preference stockholders, the dividends unpaid constitute a liability of the 
business which must be paid out of future profits prior to any further distri- 
bution. 

In the case of preference stock which is non-cumulative, dividends not 
earned in any given year are never paid. 
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Arrears of cumulative preference dividends should be carried on the 
balance sheet ,as a .contingent liability, as the liability does not actually exist 
until there are sufficient profits on hand to discharge it. 

CURRENCY. — (Com. Law). — That which passes among the people- 
for money, whether gold or silver coin or bank notes. 

CURRENT ACCOUNT.— A term sometimes applied to an itemized? 
account or statement. 

A live personal account. 

CURRENT MONEY.— (Com. Law).— That which is in general 
use as a medium of exchange. That money which is commonly used. 
and recognized as such; current bank notes, such as are convertable inta 
specie at the counter where they were issued. 

CUSTOM. — (Com. Law). — Such a usage as by common consetlt 
and uniform practice has become the law of the place, or of the subject 
matter, to which it relates. 

In order to establish a custom it will be necessary to show its existence 
for so long a time that "the memory of man runneth not to the contrary," 
and that the usage has continued without any interruption of the right;, 
for if it has ceased for a time for such a cause, the revival gives it a new 
beginning, which will be what the law calls within memory. 

CUSTOMERS' ACCOUNTS.— Accounts receivable. 

CUSTOMERS' LEDGER.— A ledger devoted to the record of trans- 
actions with customers. 

A sales ledger. 

CUSTOMERS' LISTS.— The best method of keeping track of cus- 
tomers, so that it is possible to be in touch with them at all times and bring- 
to their attention the desirable offers a merchant may have to make which, 
would interest them, is an extremely interesting topic for a business man. 

The greater majority of concerns market their product to hundreds- 
rather than thousands, and a list of all the prospective customers of each 
would not be large. These concerns get only a few inquiries daily, part of 
which are generally referred to travelers, leaving only a limited number 
to be followed up by mail. But if the customers are few, compared with 
those of the ordinary-mail order house, the sales are larger, and careful, 
attention, particularly of a special nature, can be afiffirded each. 

Too many of these concerns, not realizing:;,,' as forcibly as the house- 
depending entirely on mail orders the necessity fb'r system in following up 
prospects and making accurate and helpful records, keep no permanent list 
of their customers — actual or prospective — and have no regular system oi 
handling prospective business. 
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With the mail order house a system of some sort is an absolute necessity 
-which must be supplied. With the other it appears more a matter of con- 
venience. Yet it can be made just as valuable to the latter as to the former. 
A lack of knowledge of its value can only be held accountable for its non- 
4ido|)tion. 

Suppose the manager of one of these concerns should be offered a 
-machine that would automatically give him any information he desired — 
the names and addresses of all or any of his customers or those who could 
ht his customers^^ — their financial worth — a record of the goods they buy — 
the letters he has written them and the literature he has sent — the competition 
he meets with — the special prices and terms he has made. 

Suppose that when one of his travelers is in the office he could consult 
this machine and find out all about this territory — give his salesmen news 
of new prospects, new terms and quotations, complaints, settlements. In 
return the salesman could impart to the machine similar information that 
-he has gained when in actual touch with the trade, and this knowledge would 
fbe permanently recorded for the guidance of the manager and succeeding 
■salesman. 

Suppose a customer calls and the manager can procure instantly, without 
.attracting the caller's attention, a record of the relations with the house and 
with their representatives which would enable him to handle the customer 
jnore intelligently. Suppose that with ordinary attention this machine would 
never get out of repair — that it would sort out, automatically, all useless 
imatter ; that the first cost was small and the cost for maintenance very little ; 
jIo you think he would hesitate about installing it ? 

There is such a machine — the card system. Operated, in spare time, by 
^n intelligent stenographer, the results are remarkable. 

It consists, briefly, of a box or a case of drawers in which cards, all of 
the same size, stand on edge. At intervals are placed index, or guide cards, 




■with portions projecting at various positions, on which is written br printed 
N:he information necessary to guide the user in locating any cards desired. 
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The arrangement of the guide cards depends upon the requirements of 
the business. If the customers are few, an ordinary alphabetic arrangement 
is sometimes satisfactory, but it is generally preferable to arrange the index 
cards by locality ; that is, by States, and subsequently by towns in alphabetic 
sequence. 

For the States, guide cases with projections over the center about one- 
half the width of the cards are selected, one for each State. These are 
arranged alphabetically. If the list is extensive and requires more than one 
drawer, the States are distributed between the different drawers, which are 
labeled to show the States contained in each. 

In front of each State card are arranged the index representing the 
towns. For these, guide cards with projections one-third the width of the 
cards are used. The projections are not all in the same position, but 
progress from left to right, the first card having the projection on the 
extreme left, the next on the center, and the last on the extreme right. 
This arrangement permits of easier reference, as no projection is obstructed 
by that on the card immediately preceding. 

One of these cards is used for each town, an alphabetical arrangement 
being preserved. Towns in which there are more than twenty-five customers 




are further subdivided alphabetically. The town cards are ruled to receive 
various records pertaining to the town itself — ^the hotel rates, valuation, busi- 
ness done, amounts of products, attorneys, etc. 

Between the guide cards are filed record cards without projections. Each 
of these represents an active or possible customer, and may be transferred 
from town to town if the customer represented changes locality, or it may 
be removed entirely if the customer goes out of business or his trade becomes 
undesirable. In the beginning the names, correct addresses and whatever 
information has been preserved, are entered on the cards. They are then 
distributed through the cabinet according to locality as indicated by the 
town cards. 
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A receptacle is thus provided for every bit of valuable information about 
selling or collecting that comes into the office. Sometimes valuable infor- 
mation that will help in buying and manufacturing is also collected. 

The information is obtained from the customer's letters — ^the stenog- 
rapher or clerk knowing from instructions and experience just what to pre- 
serve and what to abstract from the traveler's reports — ^verbal when in the 
office and written when calling on the trade. 

The invoice and order books also furnish information, and an intelligent 
clerk will find other sources for valuable data. 

Both the front and back of each card is ruled to receive the proper 
records. The cards are ordinarily three inches high and five inches wide, 
but are often four inches high and six inches wide, and sometimes even larger. 

The information on the cards, while particularly valuable as the records 
of individuals, is of equal value in making recapitulations. 

If it would be of assistance to know the total sales in one town or in a 
certain territory, the cards will furnish the amount. If the territory of 
the salesmen is to be redivided, the cards will help in making a correct 
division. The sales by months, by seasons, by towns or States, by salesmen's 
territories can be summarized with very little trouble. The results of cir- 
culars, letters and advertising will be shown. The effects of competition, 
the increasing or decreasing demand, the returned shipments, information 
of all sorts for the guidance of the management may be summarized from 
the cards with but little labor on the part of the clerk in charge and no par- 
ticular attention from the manager except to direct the class of information 
desired. 

While it may appear that 6vfi;,|nuch time would be required to keep up 
such a system of records, in actual'use it is not found so. 

The card system should be placed in the direct charge of a single clerk 
with instructions to make, each day, the necessary entries. The ruled forms 
providing a certain place for every record encourage prompt and quick 
entries. There is no dead matter, as in a book, to encumber the live records 
and discharges the user. There is no re-writing or copying — certainly unpro- 
ductive work. Devote only the labor necessary to keep the system up to date, 
cull out the dead matter as it becomes useless, and you will find that as the 
months and years go by you are perfecting records that are almost priceless. 
—A. W. Shaw. 

CUSTOM HOUSE.— (Com. Law).— A place appointed by' law, in 
ports of entry, where importers of goods, wares and merchandise are 
bound to enter the same, in order to. pay or secure the duties or customs 
due to the government. 
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CUSTOM HOUSE ACCOUNTING.— Imports in the United States 
amount to about $700,000,000 a year. Of this vast sum, more than 75 per 
cent, is handled at the port of New York ; hence 75 per cent, of all United 
States customs duties are collected at New York; it accordingly follows 
that the same proportion of all the merchandise imported into this country 
is examined and appraised under the supervision of the appraiser of this 
port. 

The appraiser's stores building occupies the block bounded by Chris- 
topher, Barrow, Greenwich and Washington streets, and cost the government 
$1,825,000. It is built of stone and brick, and is ten stories high. Each 
of the ten floors contains 46,211 square feet of space net, and the elevator 
shaft in the center of the building has a surface area of 2,305 feet. This 
shaft and the ten elevators constailtly running in it, constitutes the greatest 
single "lift" plant in the United States.| The gross lifting capacity of the 
elevators is 96,000 pounds, 1 50 feet in one minute. Taking an illustration 
from transportation affairs, we may state that the average weight of freight 
carried by an ordinary freight car is 30,000 pounds. Therefore, it is possible 
at the appraiser's stores to carry in the elevators from the street level to the 
top floor, 150 feet in height, the contents of three freight cars every minute 
of the day. 

The building contains over three miles of hallways, and the floor space 
is 25 per cent, greater than that of- the Treasury bulding at Washington. 
The ground floor is occupied by the deputy collector, who receives all goods 
for examination and directs the 250 men under his charge to convey the 
packages or cases to the designated floors and divisions for inspection and 
appraisement 

The Board of United States General Appraisers has its quarters in this 
building, as also the United States laboratory, textile analysis, and various 
experts in special lines. 

The general supervision of the several divisions and the experts, exam- 
iners, clerks and employes, amounting in all to 425 persons, devolves upon 
the appraiser, the present incumbent of that position being Mr. Wilbur F. 
Wakeman, at whose instigation the revision of the accounting system was 
begun. 

Disregarding details, we may state that when a shipment of merchandise 
enters this port the invoice is taken to the custom house where it is entered 
and stamped with the invoice and entry numbers, which it is sent to the 
invoice bureau of the appraiser's stores, whence the invoices are distributed 
by pneumatic tubes to the divisions having charge of the specified goods. 
The law requires that at least one package in every ten shall be sent for 
examination, upon which basis the entire shipment is appraised by the 
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examiners. When the Examination of an invoice is completed it is returned 
to the collector for liquidation, and a permit issued for the removal of the 
goods. 

In case of an appeal by. the importer from the values fixed by the 
appraiser, the matter goes before the Board of General Appraisers, who sit 
as a court of appeals, and by examination of witnesses, sifting of evidence, 
etc., etc., judicially determine the value to be fixed. Such, in general, is the 
modus operandi in the collection of duties. We come now to the accounting 
system of the appraiser's office, to give an outline of which is the purpose of 
this article. 

Two systematic ideas have been pursued in this revision : 

1. The prompt location of invoices while in transit through the ten 
divisions of the appraiser's stores; 

2. The preservation of the appraised values and the advisory classifi- 
cations of the merchandise represented by the invoices, as indicated thereon 
by the examiners. 

A prerequisite to determining with propriety what the form and extent 
of the books should be was to ascertain as accurately as possible the relative 
importance aiid the specific nature of the information which it was desired 
that the records should convey. 

It is the duty of the appraiser to ascertain the value of imported merchan- 
dise in the principal niarkets of the country whence imported. Therefore, 
it would appear that the prime purpose of the permanent records should be 
to identify and preserve the values which have been determind and fixed by 
him. Beyond this, such accessory and incidental information should be 
available as circumstances require. 

A careful study of the. conditions resulted in the adoption of a uniform 
monthly report to be submitted by the assistant appraiser of each division 
(Form A). 
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The general books were devised with a view to facilitate the compilation 
of this report direct from the footings of the several corresponding columns 
therein. And in addition to the expedient of having suitable arrangement 
of columns to receive and allocate the different items comprised in the 
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monthly report as formulated, it was essential that the records be prepared? 
with a view to anticipating the question which might arise after the invoices^ 
had been transmitted to the collector. Such internal checks upon the accuracy 
of the work should also be introduced as could be attained with the greatest 
economy of time and the smallest number of clerks. 

It was apparent upon examination that the character of the record books- 
had been left to the caprice of the different appraisers, while the auxiliary 
records of the several divisions were the individual product of the several- 
clerks thereof. The absence of concerted action in the creation of a uniform, 
system of record had caused a lack of cohesion between the different divis- 
ions, which had been continued through successive administrations with, 
the necessary result that no uniformity existed as to the form and extent 
of the books in the several divisions. 

The books essential to meet this condition, which were susceptible of: 
Uniform treatment throughout the ten divisions, cornprise : 

1. The Invoice Record. (Form B.) 

2. The Examiner's Floor Book. 

3. The Examiner's Record of Appraisements, 

4. The Examiner's Record oi Advanced Invoices. (Form D.) 

5. The Transfer Book. (Form E.) 

6. The List Book. 

7. The Reconsideration Book. 

The "invoice record," the "transfer book," the "list book," and the- 
"reconsideration book" contain such facts as pertain to the routine move- 
ments of invoices. 

The "examiner's record of appraisements" contains the full description, 
of the invoice, the classifications fixed by the examiner, and the totaL 
appraised value of the goods examined and classified by him. 

The "examiner's record of advanced invoices" contains a complete his- 
tory, in detail, of those invoices the value of which have been advanced by~ 
the examiner. This book is subordinate and supplementary to the "exam- 
iner's record of appraisements," the aggregates being transferred thereto. 

The usual routine through which an invoice passes in the ascertainment" 
of market value is as follows : After being properly entered at the custom 
house, it is transmitted to the appraiser's stores bearing the invoice number,, 
entry number, date of entry, name of importer, name of vessel, entered value, 
and marks and numbers of the cases to be examined, which have been desig- 
nated and stamped or written thereon by the entry clerk. The chief 
of the invoice bureau sends the invoice to the division whose examiner has 
charge of the largest amount of goods specified in the invoice. The chief 
clerk of the division to which it is sent enters the same in the "Invoice Record"" 
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(Form B), specifying the date received, importer, vessel, invoice, entry and 
consular numbers, and the initial of the examiner to whom it is to be sent, 
leaving the "date passed" blank to be filled in when it has been returned from 

the examiner. 

The invoice now goes to the proper examiner and is entered upon his 
•"floor book," which is primarily intended to show, as chronologically 
received, the marks and numbers of the gases designated for examination by 
the collector. The cases are next transferred to the room of the examiner, 
■where they are opened and the contents checked with the invoice, shortages 
.and excesses being noted. The examiner next inspects the goods, and if the 
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-prices, discounts, charges, etc., are correct, he writes upon the face of the 
invoice opposite each item or group of similar items the advisory classifica- 
tion—that is, the class as specified in the tarifif schedule to which, in his 
opinion, the goods belong— followed by the rate of duty thereon, as 
■"Embroidered Articles, 60 per cent." 

In case the stated price is too low, he writes opposite each item the sum 
per unit which should be added to the invoice price to make the market 
value. • The process of arriving at this value, however, frequently requires 
the assistance of special agents, consuls, experts, and sometimes the whole 
machinery of the Treasury department. 

The remainder of the goods represented by the invoice is classified, using 
as a basis the values determined from the goods examined. 

The invoice next passes to a clerk of the division, who enters the same 
in the "Examiner's Record of Appraisements." It will be noted that the 
gross amounts only are entered in this book, and in case there were no 
advances this would complete the record. 

In case advances have been made, the quantity, invoice price, addition to 
invoice price by both importer and examiner, etc., etc., of every item is 
entered in the "Examiner's Record of Advanced Invoices" (Form D) . The 
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aggregate of the advance is transferred to the "Examiner's Record of 
Appraisements." When reports have been received from the Board of 
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General Appraisers, the results are noted opposite each item under the head- 
ings "Reappraisement" and "Reappraisement by Board." A detailed his- 
tory for instant reference is thus preserved, to govern the action of the exam- 
iner in future appraisements. 

After being initialed by the examiner, signed by the assistant appraiser 
of the division, and finally by the appraiser, the invoice is returned to the 
invoice bureau for transmittal to the collector, where it is permanently 
retained. 

From an accounting standpoint, the trouble begins with those invoices 
which are examined by two or more examiners. It was formerly the practice 
for each examiner to enter the total amount of the invoice, which was prin- 
cipally the fault of the book, as its columns distinctly provided for that 
amount on the supposition, possibly, that a single examiner examined and 
classified an entire invoice. 

The method of giving each examiner credit for the amount classified, by 
him, thereby preventing undue inflation of the monthly report, will be 
apparent from the instructions issued to the clerks, which are appended. 

The transfer of invoices from one division to another is facilitated by 
means of a complete pneumatic tube service, duplicate slips of the invoice 
njimbers being made by carbon paper, the proper record preserved in the 
"transfer book" (Form E), one of which is kept by each division. The 
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original record is preserved in this book, and the slip, receipted by the chief 
clerk of the division to which the invoice has been transferred, is returned 
and filed for reference as a voucher. 

Each division has from six to ten examiners and a corresponding num- 
ber of clerks. An invoice may consist of a single sheet containing but a 
single item, while other invoices approach the thickness of a good-sized 
volume and" specify several hundred items. Again, a single classification 
may cover all of the goods represented by the invoice; while others require 
a separate classification for every item. 

It was found that at least 80 per cent, of the currencies expressed in 
each examiner's invoices would classify in four columns, columns 18, 
19, 20 and 21 under heading "Total Appraised value of goods classi- 
fied"). These columns are to be added at the end of each month and con- 
verted to U. S. currency at a single computation. This avoids the necessity 
of transferring the amounts separately, and makes the book its own proof 
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of the accuracy of the conversions. These conversions are necessary in order 
to prepare the monthly report in United States money. Heretofore, no 
separation of the foreign currencies was attempted, and no proof could be 
secured as to the clerks' conversions without doing the entire work over 
again. 

Two special currency books are provided each clerk, one for importer's 
additions and the other for examiner's additions. The separate sums can 
thus be transferred and converted in aggregate. These totals subtracted 
from the "total appraised value of goods classified" as required in the report^ 
will give the "invoice value of goods classified." The accuracy of the gross 
amount being assured, the possibility of some slight variation in the aggre- 
gate of invoice values is a matter of no relative importance. 

INSTRUCTIONS FOR THE GUIDANCE OE CLERKS IN ENTERING INVOICES IN 
THE examiner's RECORD OF APPRAISEMENTS. 

The columns in the "Examiner's Record of Appraisements" provide for 
the following information in order, and no deviation therefrom shall be made 
without permission of the appraiser : 

1. The invoice number as stamped on the invoice in red ink. 

2. The entry number as stamped on the invoice in blue ink. 

3. The consular number as specified in the attached certificate of the 
consul. 

4. The name of the manufacturer, exporter or consignor. 

5. The place and date of exportation, the date to follow in figures, 
as 6/29. 

6. The name of the owner, importer or consignee. 

7. The name of the vessel or transportation comj)any. 

8. The date of the entry. 

9. The package or case marks and numbers containing the goods 
examined. 

10. The package or case marks and numbers containing the goods 
actually classified or appraised by the examiner. The use of this column 
may be restricted to "Special" and "transfer" invoices at the discretion of 
the chief clerk. 

11. The numerical number of packages or cases examined. 

12. The numerical number of packages classified or appraised, includ- 
ing the number examined. 

13. The advisory classification made by the examiner. When more 
than one classification is given, space may be saved by writing both on and 
between the lines, one line thereby serving for two classifications. If con- 
secutive item numbers are specified on the invoice, the first and last of these 
numbers should follow each classification. Special explanations may be 
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made in this column, the character and extent of the same subject to the 
approval of the chief clerk. 

14. The rate of duty corresponding to each classification. 

15. The invoice value of the goods actually classified, appraised, or 
passed upon by the examiner, expressed in a single amount, the abbreviation 
of the name of the unit of currency to be written against the double ruling 
on the left side of the column. In case the entire invoice is classified by one 
examiner, the entered invoice value less the non-dutiable charges shall be the 
amount to be written in this column. 

When only a part of the goods represented by an invoice has been 
classified or passed upon by the examiner whose record the clerk is keeping, 
the clerk shall ascertain by computation (on the basis of the net dutiable 
valtie) the invoice value of the goods actually classified or passed upon by 
said examiner and note the same upon a special form provided for the 
purpose and attach the same to the invoice. The sum, when properly com- 
puted according to the specific instructions issued by the appraiser (to 
to supplied by the chief clerk), shall be the amount to be entered in this 
column. 

16. The amount of importer's addition, which applies to the goods 
classified by the examiner whose records the clerk is keeping. In case one 
examiner has classified only a part of the goods represented by the invoice, 
the importer's addition shall be proportioned to the amount classified by 
said examiner, unless the addition has been distributed by the importer. 
This sum shall be noted on the special form or slip attached to the invoice 
as required in No. 15. 

17. The total amount of the addition made by the examiner. 

18. The sum of columns 15, 16 and 17, provided same is expressed in 
English pounds, the shillings and pence being entered in the two sub- 
columns at the right. The footings of this column shall be forwarded 
from page to page and the total converted into United States currency at 
the end of each month. The same method of forwarding shall apply to 
columns 19, 20 and 21. 

19. The sum of columns 15, 16 and 17, provided same is expressed 
in francs, lire, drachms, pesetas, bolivars, lews, leis, dinars, or other units 
having a constant value in United States currency of 19.3 cents, as pro- 
claimed by the Secretary of the Treasury. No currency shall be extended 
in this column unless its value is equivalent of the French franc. 

20. The sum of columns 15, 16 and 17, provided same is expressed 
in German marks or an equivalent thereto. 

20. The name of the unit heading of this column shall be entered 
by the clerk, which unit shall be the one occurring in the next largest num- 
ber of invoices passed by the examiner. 

403 



22. The sum of columns 15, 16 and 17, provided same does not 
classify in either of the four preceding columns. The separate amounts in 
this column shall be immediately converted into United States currency and 
extended into column 23. 

23. The value of the foreign unit in United States currency, provided 
same is variable, shall be written in the "Remarks" column in small figures in 
the upper half of the space. 

24. The amount of duty shall be computed upon the invoice value or 
quantity of the goods classified to which the advanced rate applies, and the 
same converted to United States currency. The original rate shall be 
entered in column 14 immediately above the rate at which the goods have 
been classified by the examiner. 

25. Necessary explanations, as: Shortage, excess, warehouse, to 
whom delivered, from what division received, page of advance book, invoice 
check, etc., etc. 

The date upon which the record is made shall be written at the top, 
of the page or upon a single line in the body of the page, as the case may be, 
no blank lines being left for this purpose. 

The writing of descriptions, explanations, etc., across money columns 
shall not be permitted, and no information other than that provided foi 
by the columns as specified, shall be incorporated in this book without 
the approval of the appraiser. 

At the end of each month the totals of columns 18, 19, 20 and 21 shall 
be converted to United States currency and extended, in order, into column 
23. After being footed and properly ruled, the book shall be presented to 
the assistant appraiser for inspection and signature. 

All invoices and appraisement orders which have been classified or 
passed upon in whole or in part by the examiner, shall be recorded in this 
book, including "transfers," "specials," etc. 

INSTRUCTIONS FOR THE GUIDANCE OF CI^ERKS IN ENTERING ADVANCES IN 
THE examiner's RECORD OF ADVANCED INVOICES (FORM D). 

The columns in the '"'Examiner's Record of Advanced Invoices" provide 
for the following information in order, and no deviation therefrom shall be 
made without permission of the appraiser. 

1. The invoice number as stamped on the invoice in red ink. 

2. The entry number as stamped on the invoice in blue ink. 

3. The consular number. 

4. The page of the "Examiner's Record of Appraisements." 

5. The name of the importer. 

6. The name of the exporter. 
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7- The package or case number to be entered in the upper half of 
the space, and the item or pattern number of the article in the lower hall 
of the space. When several items follow in the same case, the case number 
shall be written at the beginning only. The item or pattern numbers may 
be omitted when advances are not made in detail, at the option of the chief 
clerk. 

8. (i) The description of the goods; (2) such special explanations- 
as may be necessary to interpret the sums entered in the different columns, 
particularly profits, deductions, etc. 

9. The quantity expressed in that unit of measure to which the invoice 
price applies. This quantity need only be indicated where detailed exten- 
sions of the examiner's advance are necessary. This column and the two- 
following columns shall be subject to the suggestion of the examiner, such 
descriptions being used as are necessary to identify the character of the 
advance and the method of its deriviation. For future comparisons, a 
systematic scheme should be adopted by each examiner, depending upon 
the kind of goods and the means employed in determining the amount of 
the advance. 

10. The price per unit of quantity as specified on the invoice. At 
the end of each case or package the per cents of expenses, profits, discounts, 
which affect the invoice price, should be specified in the "Description of 
Merchandise" column. 

11. Discounts allowed on invoice price. 

12. Addition to invoice price per unit when the same has been dis- 
tributed by the importer. 

13. Addition to invoice price per unit of quantity, when the amount 
of advance per unit has been specified by the examiner. This should specify 
if addition is "net," or if not, what per cents of charges, profits, are to 
follow. 

14. The product found by multiplying the quantity in column 9 by the 
examiner's addition in column 13. 

15. Profits, deductions, discounts, corrections, etc., according to the 
terms of the addition, to be added to or deducted from the sum of the 
amounts in column 14. Full explanation, including per cents of expenses 
profits, etc., as shown on the invoice, should be specified in the "Description 
of Merchandise" column., that the method of making the advance may be 
determined without recalling the invoice from the collector. 

16. The sum or difference, as the case may be, of columns 14 and 15. 
In case advances are not specified in detail the total amount of the addition 
may be entered direct in this column. 
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ly. The total amount of the importer's addition, derived from the 
products of columns 9 and 12, or that proportion of the entered amount 
of the importer's addition which is sustained by the dutiable value classified 
by the examiner to the total dutiable value of the invoice. 

The amounts entered in columns 16 and 17 shall be transferred to the 
"Examiner's Record of Appraisements." 

18. The date of reappraisement as given in report of Board of United 
States Appraisers. 

19. The name of the general appraiser before whom the reappraise- 
ment was held. 

20. The price or rate fixed by the general appraiser. 

21. The date upon which notification of reappraisement was sent 
to the United States Consul at place of exportation. 

22. The date of reappraisement by full Board of three General 
Appraisers. 

23. The price or rate fixed ^y the full board. 

24. The date of consul's notification of reappraisement. 

The date upon which the record is made shall be written at the top 
of the page or upon a single line in the body of the page, no blank lines 
being left. The pages in this book upon which the advances are entered 
shall be written in the "Remarks" column of the "Examiner's Record of 
Appraisements," that reference may be made to same direct. All advances 
made by the examiner shall be recorded in this book, "transfer," and "special 
classification" invoices included. Reports from the Board of General 
Appraisers should be entered promptly, and if reports are not received in 
due time, the matter should be reported to the assistant appraiser. 

The writing of descriptions, explanations, etc., across the money colum.ns 
shall not be permitted, and no information other than that provided for by 
the columns as specified, shall be incorporated in this book without the 
approval of the appraiser. — Edgar M. Barber. 

CUSTOM HOUSE BROKER.— (Com. Law).— A person author- 
ized to act for parties, at their option, in the entry or clearance of ships 
and the transaction of general business. 

CUSTOM OF MERCHANTS.— (Com. Law).— A system of cus- 
toms acknowledged and taken notice of by all nations, and which are, 
therefore, a part of the general law of the land. 

DAILY. — (Com. Law). — Every day. Where a statute requires an 
advertisement to be published in a daily newspaper it is such if it uses the 
term "daily newspaper" in contradistinction to the term "weekly," "semi- 
weekly" or "tri-weekly" newspaper. The term was used and is to be 
understood in its popular sense, and in this sense it is clear that a paper 
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which, according to its usual custom, is published every day of the week 
except one, is a daily newspaper; otherwise a paper which is published 
every day except Sunday would not be a daily newspaper. 

DAILY BALANCE. — It is an almost universal practice for cashiers 
to balance their cash daily and to make a record of the balance in some way 
or other. 

A very good method of recording daily cash balances is to use a form 

arranged to show exactly of what the balance of cash consists, viz., checks, 

currency, due bills, tickets, etc. Such a record should be kept in duplicate, 

the original being handed each day to the treasurer or manager of the 

business and the duplicate retained by the cashier. The following form 

of daily report possesses merit, and will probably suggest good ideas to 

those interested : 

Cash received 2/1 to 2/14 inc 

Cash received 2/15 

Cash received..to date 

Balance in bank 2/14 

Cash deposited 2/15 

Less: 

' Checks issued 2/15 • 

Bills payable paid 2/15 ^ 

Balance in bank 2/15 

, Cash in drawer 2/15 

Bills receivable in bank for collection 2/15 

Bills receivable in drawer 2/15 

Bills receivable in bank to discount 2/15 

Total available 2/15 

Sales 2/1 to 2/13 inc 

Sales 2/14 

Sales to date 

Average sales for the month 

Sales same day last month 

Sales same day last year 

Accounts outstanding 2/1 

Sales to date 

Total receipts and allowances to date 

Balance accounts outstanding 2/15 

DAILY BALANCE LEDGER.— A ledger in which provision is 
made for obtaining daily balances of individual accounts, such as bank 
balance ledgers. 

A system of this kind has also been used in ordinary commercial busi- 
ness, but it consumes a large amount of time without conferring correspond- 
ing advantages. 

DAILY REPORTS.— See Daily Balance. 

DAILY SALES ABSTRACT.— A form used in department stores 
and similar businesses for the purpose of assembling the sales of depart- 
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merits from cash or credit tickets. • The totals of columns are either posteci 
direct to the credit of the department accounts in the ledger each day or 
carried to a monthly abstract sheet, from which the totals are posted once 
a month. 

DAILY STATEMENT.— To those who desire to obtain a daily finan- 
cial statement of their affairs the following suggestions by a prominent 
accountant may be worth consideration : , 

In the following scheme the extent of the business is supposed to justify 
the use of three ledgers — general ledger, creditors' ledger, and sales ledger. 
The general ledger contains what may properly be styled the general 
accounts, such as capital, profit and loss, expense, bills payable, bills receiv- 
able, and so on. The general ledger also has two accounts headed respec- 
tively: "Creditors' Ledger" and "Sales Ledger." These two accounts 
are intended to take the total postings of each day from the two ledgers which 
they represent. There is a complete statement of the business at the close 
of each day, and an independent trial balance can be taken off of any ledger 
at any time. The creditors' ledger is the ledger of "merchandise bought," 
and the sales ledger is the ledger of "merchandise sold." Each ledger carries 
its own cash book. The creditors' ledger carries the invoice book and the 
sales ledger carries the charge book, on which are entered the daily sales. For 
convenience of reference, w shall call the general ledger. No. i ; the creditors' 
ledger No. 2, and the sales ledger. No. 3. The debits and credits on cash 
books Nos. 2 and 3 are carried to the general cash book by totals at the end 
of the day. The totals of the invoice book and the sales book are carried 
to the general journal, and from the general journal are posted to the general 
ledger. A form for the general journal is shown herewith. The principal 
difficulty in taking off a daily statement is the management of the inventory. 
This question is discussed further on. 

The keeping of ledgers Nos. 2 and 3 necessarily divides the merchandise 
account on the general ledger into two corresponding accounts, namely, 
merchandise bought and merchandise sold. 

Let us take up some special entries made necessary by the system under 
consideration. 

The cash entries arising out of accounts in the general ledger are 
entered on cash book No. i and from thence are posted to the general ledger 
in the regular way. The cash entries arising out of the merchandise bought 
are entered on cash book No. 2, and those arising out of merchandise sold 
are entered on cash book No. 3. 

In each ledger the cash account is charged with the total of the debits 
and credited with the total of the credits of the respective cash books, and 
the individual entries are posted in the regular way. So far, then, as the 
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cash entries are concerned, ledgers 2 and 3 are in balance. At the close of 
the day, the total debits and credits of cash books 2 and 3 are carried to 
the general cash book. These total debits get on the general ledger in the. 
total debit of the general credit of the general cash. The total debit cash 
of the general cash. The total debit of cash book No. 2 is posted to the- 
credit of creditors' account, and the total credit to the debit of the same 
account. The totals of cash book No. 3 are posted to the sales account 
in the same way. Thus all the cash entries for the day have found their 
way into the general ledger, and, so far as the cash is concerned, the general 
ledger is in balance. 
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As stated above, the invoice book goes with the creditors' ledger. The- 
amount of each bill is credited to the parties from whom the purchase was. 
made, and the total amount is charged at the end of the day to merchandise 
account in the creditors' ledger. The creditors' ledger is then in balance. 
Now, to get these entries, that are on the invoice book, to the general ledger,, 
we make the following posting to the general ledger: Charge "mdse. 
purchased" and credit "creditors' ledger" with the total amount of the 
invoice book for the day. Thus, it will be seen, the sum total of the pur- 
chases has found its way into the general ledger, and will appear in the 
daily statement. 

The sales of merchandise are treated in the same way. From the charge 
book the sales are debited to the several purchasers, and the total of the sales 
credited to merchandise account in the sales ledger. Thus the sales ledger 
is in balance. In the general ledger, the total amount of sales is debited, 
to the "sales ledger" account and credited to "merchandise sales" account. 
The above entries in regard to merchandise sales and purchases are noted 
in the journal form submitted below. Entries, that deal with discount, 
goods returned, correction of errors, and so on, are made in the journal and 
posted directly to the account in whatever ledger the account may be. In 
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"the two closing entries in the journal, the method of getting these journal 
entries into the general ledger is shown. In order to keep the creditors' 
ledger and the sales ledger in balance in respect to these journal entries, 
it will be necessary to open an account in each of these ledgers under the 
head, "general ledger," and to credit and debit this account with the total 
■debit and credit of the postings from the journal. With the ledgers run as 
stated above, a daily statement of the business can be taken off from the 
.general ledger. 

The running inventory of stock is more or less difficult, according to 
the nature of the business. A method, that would be entirely suitable to 
the one line of business, would be impracticable in another. A running 
inventory based on the cost price of the goods would be of little practical 
value, since no allowance would be made for the rise and fall of the market. 
In order that the daily statetnent shall show correctly the state of the busi- 
ness it is necessary that the inventory should be taken with reference to the 
current market price. The foundation of the running inventory is the 
stock ledger with its accompanying daily record of goods bought and goods 
.sold. The ledger is headed according to the various classes of goods dealt 
in and as convenience and experience may suggest. Each account is charged 
with the goods received, and credited with the goods sold. This is done 
"every day. At the close of business, the inventory is taken off according to 
the balances as shown on the ledger. The prices and extensions are made 
•according to the state of the market. The total of the inventory sheet shows 
the value of the goods on hand. This may, at first sight, seem rather a large 
task, but a liberal use of printed forms, and a careful study of the peculiarities 
•of the business, will bring the work within a comparatively small compass. 
In the general daily statement, the inventory will show as follows : 

1. Merchandise sales (from general ledger).... $ 

2. Merchandise on hand (from inventory) •. 

3. Total proceeds of merchandise 

4. Mdse. purchases (from general ledger) 

5. Gain on Mdse 

6. $ Mdse. on hand (from inventory as above). 

The inventory is entered again on the left of the statement in order to 
ikeep it in balance, and to show the merchandise on hand as a resource. 

The system outlined above seems to cover all the requirements of a daily 
^statement of a mercantile business. — J. H. Blacklock. 

DATE. — (Com. Law). — The designation or indication in an instru- 
ment of writing of the time and place when and where it was made. 

A date is necessary to the validity of a poHcy of insurance ; but where 
there are separate underwriters, each sets down the date of his own sign- 
ing, as this constitutes a separate contract. 
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Written instruments generally take effect from the day of their date, 
but the actual date of execution may be shown, though different from that 
which the instrument bears. 

It is said that the date is not of the essence of a contract, but is essential 
to the identity of the writing by which it is to be proved. A date in a note or 
bill is required only for the purpose of fixing the time of payment. If the 
time of payment is otherwise indicated, no date is necessary. When a note 
payable at a fixed period after date has no date, a holder may fill the date 
with the day of issue. 

Where a date is given both as a day of the week and a day of the month, 
and the two are inconsistent, the day of the month governs. 

DAY. — (Com. Law). — The space of time which elapses while the 
earth makes a complete revolution on its axis. 

Generally, in legal signification, the term includes the time elapsing 
from one midnight to the succeeding one, but it is also used to denote those 
hours during which business is ordinarily transacted (frequently called a 
business day), as well as that portion of time during which the sun is above 
the horizon (sometimes called a solar day), and in addition, that part of the 
morning or evening during which sufficient of its light is above for the 
features of a man to be reasonably discerned. 

Where a party is required to take action within a given number of days 
in order to secure or assert a right, the day is to consist of twenty-four 
hours, that is the popular and legal sense of the term. 

The time for completing commercial contracts is not limited to banking 
hours. 

It is said that there is no general rule in regard to including or exclud- 
ing days in the computation of time from the day of a fact or act done, but 
that it depends upon the reason of the thing and the circumstances of the 
case. Perhaps the most general rule is to exclude the first day and include 
the last. Such is the rule as to negotiable paper. 

DAY BOOK. — ^A journal used for entering orders received. 

The use of day books has been severely criticised on many occasions 
as unnecessary and obsolete, because the orders entered in a day book are 
usually copied into a journal before being posted, but in some businesses 
such a book is absolutely necessary; thus, when articles are brought for 
repair, it is impossible to fix at that time the cost of such repairs, and the 
order, or job, is therefore entered in the day book or corresponding record 
and there remains until the job is completed and the cost can be computed. 

-DAYS OF GRACE. — It has been the custom of allowing three days 
before protesting an unpaid note, and interest is usually charged thereon. 
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In a number of States, however, the commercial laws provide that a note 
shall become due and payable without taking days of grace into account, 
and this will, doubtless, ere long, be the general practice. 

DAYS OF GRACE.— (Com. Law).— Certain days allowed to the 
acceptor of a bill or the maker of a note in which to make payment, in addition 
to the time contracted for by the bill or note itself. 

They are so called because formerly they were albwed as a matter of 
favor; but, the custom of merchants to allow such days of grace having 
grown into law, and been sanctioned by the courts ; and the days of grace 
allowed are three. All bills of exchange are by the law merchant entitled 
to days of grace as of right. The statute of Anne making promissory notes 
negotiable confers the same right on those instruments. This statute has 
been generally adopted throughout the United States. 

Bank checks are due on presentation, and are not entitled to days of 
grace. 

The principle deducible from all the authorities is, that, as to every 
bill not payable on demand, the day on which payment is to be made to 
prevent dishonor is to be determined by adding three days of grace, where 
the bill itself does not otherwise provide, to the time of payment as fixed 
by the bill. This principle is formulated into a statutory provision in 
England in the bills of exchange act. 

Where there is an established usage of the place where the bill is pay- 
able to demand payment on the fourth or other day instead of the third, the 
parties to it will be bound by such usage. When the last day of ,grace 
happens on Sunday or a general holiday, as the Fourth of July, Christmas 
day, etc., the bill is due on the day previous, and must be presented on that 
day in order to hold the drawer and indorsers, unless changed by statute, as 
in some states. Days of grace are, for all practical purposes, a part of the 
time the bill has to run, and interest is charged on them. According to the 
usage and custom of merchants to fix the liability of the indorser of negoti- 
able paper, it should be protested on the last day of grace. 

In computing the days of grace allowed in a bond for the payment of 
interest, the day when the interest became payable will not be counted. A 
bill payable in thirty days having been drawn and accepted on February 
nth, of a leap year, the last day of grace falls on March 15th, the 29th of 
February being counted as a distinct day. 

DEAD ACCOUNT.— A non-active account. 
A closed account. 

DEAD LETTERS.— (Com. Law).— Letters transmitted through the 
mails according to direction, and remaining for a specified time uncalled 
for, by the persons addressed, are called dead letters. 
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By the act to amend the laws relating to the post-office department, 
June 8, 1872, the postmaster-general is authorized to regulate the times at 
which undelivered letters shall be sent to the dead-letter office, and for their 
return to the writers ; and to have published a list of undelivered letters — bj 
writing, posting or advertising — in his discretion. If advertised, it must 
be in the newspaper of largest circulation regularly published within the 
delivery, and in case of dispute as to the calculation of computing news- 
papers, the postmaster may receive evidence and decide upon the fact. If 
no daily paper is published within the delivery, then the list may be adver- 
tised in the daily paper of adjoining delivery. One cent to be paid the pub- 
lisher for each letter advertised. Letters addressed in a foreign language 
may be advertised in the journal of that language most used. Such journal 
must be in the same or adjoining district. 

Dead letters containing valuables shall be registered in the department ; 
and if they can not be delivered to the person addressed or to the writer, the 
contents, so far as available^ shall be included in receipts of department, 
subject to reclamation within four years; and such letters containing 
valuables not available, shall be disposed of as the postmaster-general shall 
direct; the proceeds therefrom to be turned into the treasury as a part of 
the postal revenues. 

Foreign dead letters remain subject to treaty stipulations. The postage 
on a return dead letter is two cents, the single rate, unless it is registered as 
valuable, when double rates are charged. 

By the Act of July i, 1864c, 197, Sec. 13, the contents of dead letters 
which have been registered iti the department, so far as available, shall be 
used to promote the efficiency of the dead-letter office. 

Dead matter is thus classified by the post-office department : unclaimed 
or refused by the party addressed; that which, from its nature, as obscene 
or relating to lottery, can not be delivered; fictitious and indefinite address; 
fraudulent. 

DEAD RENT. — A term used in mining transactions in England to 
signify the minimum rent to be paid by the lessee of a mine, whether covered 
by stipulated royalties or not. 

DEATH OP PARTNER. — At the decease of a partner the partner- 
ship business is wound up, an inventory of the assets and liabilities being 
taken and the share of the estate of the deceased partner determined. 

In case of unfinished orders and contracts, it is usual to appraise the 
value of the uncompleted work and include same in the settlement. Where, 
however, such appraisement cannot be equitably made, the final adjustment 
of accounts will be delayed until the result can be ascertained. 
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DEBENTURES. — "A Debenture is a document admitting an indebt- 
edness. The term is ordinarily applied to the acknowledgment given by 
a limited company of a loan which it has received, upon which it undertakes 
to pay interest periodically, and to repay principal upon such terms as may 
be set forth in the body thereof." 

"A Mortgage Debenture is a debenture giving to the inscribed holder 
thereof, or to bearer, as the case may be, a charge upon certain assets of 
the company which rank in priority to all other claims." 

Bonds issued for sale for the purpose of securing working capital, 
the interest on wMch is a first charge oh profits, i, e., in priority to preferred 
or other dividends. 

When, secured by mortgage, they are termed Mortgage Debentures, 
but when net secured by mortgage, there is r'pnerally a "floating charge" 
upon the business under which, if the debentures are not paid when redeem- 
able, the holders may apply for a receiver and have their claims scheduled 
as preferences in the winding up of the business. 

DEBENTURES, ACCOUNTS AND RECORDS OE.— A method 
recommended for daaling with Redeemable Debentures on the books of 
account is to charge. Cash and credit Debentures Account when the same 
are issued and sold. If a Cinking Fund is provided for the repayment of 
the debentures, charg;^ De".,3nture Account and credit Cash as paid, also 
charge Profit and Loss and credit Debentures Redeemable Account. When 
the repayments have been completed Debenture Account will be closed, but 
" the full amount of the debentures will stand to the credit of Debentures 
Redeemable Account, offsetting the amounts charged to Profit and Loss. 
The amount to the credit of Debentures Redeemable Account now stands 
as a reserve, and would be available for distribution if sufficient funds were 
on hand for the purpose. Cash was received (kss cost of issue and sale) 
for the amount of the debentures issued and cash was paid out for same 
when due, so that the actual profits of the business were not really affected, 
except so far as regards loss on discount or cost of issue as above stated. 



Millions of dollars' worth of debentures are handled annually through- 
out the country. And the methods of recording these, with the coupons 
that are usually attached, are almost as numerous as are the issuing bodies. 
My purpose at this time is to discuss the subject of municipal debentures, 
outlining what I conceive to be the best procedure on the part of the 
treasurer, from the inception of the work for which the debentures are 
issued, or to be issued, up to the payment thereof, and incidentally to discuss 
the best. form of debenture to issue. 
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When a public work has been decided upon, the necessary authority or- 
consent having been duly obtained, there are two methods which may be 
followed in order that funds may be provided for the carrying on of the.- 
work, (i) by issuing debentures and disposing of the same in bulk right at 
the outset of the undertaking, or by partial sales from time to time as the- 
necessity requires, or (2) by effecting temporary loans as the work pro-, 
gresses, charging capital or construction account with the interest on- these 
loans, to be offset later on by the interest which will have accrued upon 
the debentures if they are dated concurrently with the initiation of the work. 

In many instances it is impossible to tell at the outset just how much 
the expenditures are likely to amount to on a contemplated work. Ther 
architect or engineer will furnish an estimate (generally an outside figure;,, 
and upon this is based the amount upon which authority is given for the- 
issue of debentures. It may be that when the tenders are called for that 
much less money than suggested by the architect's or engineer's estimate 
will be required to accomplish the purpose ; and, if so, then it will not be neces- 
sary to issue debentures up to the authorized limit. The method of provid- 
ing the requisite funds by temporary loan would seem to be preferable, if only- 
for this reason ; but where the work under construction is of the nature of a 
local improvement (part to be paid by the municipality or corporation and part 
by the owners of the property to be benefited by the work) there is an added, 
reason for refraining from issuing the debentures until the completion of 
the work. In a case such as I have mentioned the construction of the- 
improvement is in the nature of a partnership, and, properly, the greatest 
care should be taken to keep the transaction separate and free from other- 
matters of a like nature, and from works where only the corporation is- 
dnterested. I use the word "properly" advisedly, for, unfortunately, the- 
average municipal official is not careful in this regard, and works are often 
undertaken and carried to completion, moneys advanced, and debentures 
sold, without the slightest regard being paid to the equities of the various, 
interests concerned. 

The simplest way of handling any matter is almost always the best, 
and the plan outlined below will be admitted, I think, to have the advantage: 
of simplicity. Supposing that the improvement has been decided on, and. 
the preparation for the work of construction is all completed, and awaiting ■ 
the providing of the necessary funds. With a certified copy of the by-laws - 
the treasurer applies to the corporation bankers for a special line of credit 
sufficient to meet the cost of the undertaking in question, agreeing to pay 
interest at a rate to be agreed upon, on all sums used, which interest shall 
be charged to this especial work. A special account is then opened by the- 
banker for this particular work, and the irfterest is calculated at the usuaL 
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tank periods. When the work has been completed and all claims for the 
■construction of the same have been duly passed and paid, the time for the 
disposal of the debentures will have arrived. Debentures to the exact 
-amount required to reimburse the bankers for advances will then be prepared, 
and offered for sale. Just here it may be interjected that many municipali- 
ties are in the habit of issuing debentures bearing a higher rate of interest 
than the money can be obtained for. This is done in order that a good 
premium for the debentures may be obtained, the officials laboring under 
the conception that the obtaining of big premiums gives the public a more 
favorable idea of the excellence of the credit which the municipalities enjoy 
in the financial world. This is a false idea, and the sooner eradicated the 
better for all concerned. A careful study of the money markets at the 
time the debentures are ripe for sale will enable the official charged with 
their disposal to decide pretty accurately upon the lowest rate of interest 
"Which the debentures can be made to bear, in order to dispose of them at 
■par. A low rate of interest and no premium is much preferable to a big 
premium with a corresponding increase in the interest rate. As a matter of 
fact, investors take advantage of the ignorance of officials in calculations of 
this character, and, under the cloak of an apparently large premium, they 
pay less for the debentures than if they had been compelled to bid on an 
issue bearing the current rate of interest and netting "par." There is 
.also a greater evil than this in connection with this question of "premiums." 
The majority of councils and officials have the mistaken idea that a premium 
•obtained from the sale of debentures is the common property of the munici- 
pality, and not of the corporation and property owners who are to be 
•especially taxed to meet the debentures. The consequence is that the 
general funds receive the advantage of the premium derived from the sale 
of the debentures, while the property owners pay the piper. It is obvious, 
therefore, that the obtaining of a premium is not always a benefit to those 
immediately concerned. 

The natural application of any premium or surplus arising out of the 
■sale of debentures is toward payment of the first principal or interest which 
falls due on account of these particular debentures, a pro rate reduction 
"being made in the assessment against the property holders for that par- 
ticular year. 

SINKING FUND OR SLIDING SCALE DEBENTURE — WHICH.? 

The best kind of debentures to issue is open to debate. Which shall 
they be — "sinking fund" or on the "installment" or "sliding scale" plan? 
It may be well to explain the exact differences between the classes of deb- 
■entures referred to. 
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In the case of "sinking fund" debentures, no part of the principal is repaid 
to the holder or purchaser during the currency of the debentures. The 
full amount of interest and a portion of the principal is annually collected. 
The interest is paid to the debenture holder. The principal is paid into an 
account known as the sinking fund, which fund must be made to earn a 
rate of interest equal to that figured on at at the time of issuing, and this 
is compounded yearly during the whole period of existence of the debenture 
debt, so that at maturity of the debentures there will be in this fund just 
sufficient to repay the principal. With the rates of interest varying, it so 
happens that often it is not possible to make the sinking fund earn the 
amount contemplated, or it may be that too high a rate of interest was 
allowed in the calculation. There are two ways of overcoming this diffi- 
culty when it is met with. Each year, before placing in the estimates the 
amount required to be raised for the sinking fund, a valuation should be 
made to ascertain whether the existing investments have amounted to the 
sum originally intended as that which should be on hand at that date. If 
deficient, it must be augmented by adding the necessary amount to the 
ordinary yearly appropriation. If it be found that the rate of interest 
being realized is less than that assumed in making the original computation, 
and is likely to continue so, then the annual amount to be set aside as sinking 
fund must be re-estimated on the basis of the decreased rate of interest. 
If it be the case that a municipality has neglected these precauctions for 
some years, it would be well in such instances to cover the whole of the 
ascertained deficiency in the computation of the necessary annual amount 
in the futvxre. If these precautions are taken, and fractional adjustments 
are made from year to year, there will be no possibility of finding the sinking 
fund short when the debentures mature. 

The common practice is to calculate the interest-earning power of the 
sinking at the same rate as the debentures bear, and this is the pit into which so 
many municipalities find that they have stumbled. There are many reasons 
why it is not possible to make the sinking fund earn interest equal to the rate 
of interest which must be paid on the debentures, chief among which is lack 
of investment. The amounts being small and accumulating annually, it is 
impossible to keep the fund continually invested at a rate of interest higher 
than that which can be obtained by deposit in the ordinary savings bank. 
It follows, logically, then, that no matter what rate of interest it may be 
necessary to make the debentures bear, the sinking fund's interest-earning 
power should not be calculated at a rate of interest higher than the sub-' 
stantial savings banks of the country are in the habit of paying. 

The "installment" or "sliding scale" debentures are figured out so 
that equal payments during the period which the debentures have to run 
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of principal and interest, will be made. The first year's payment will 
obviously be largely interest and very little, principal. The second, a Httle 
less interest and more principal. Each year the interest decreases and the 
principal increases, until in the final year the payment is mostly principal. 
It will be observed that the difference between the two forms of debentures 
is, that in the first case the investor accepts only the interest earned each 
year, leaving the principal in the hands of the municipality for reinvestment. 
In the second case the investor finds himself under the necessity of finding 
his own source of reinvestment for the principal which he receiyes year 
by year. 

The idea of sinking fund debentures originated in the fact that investors 
were averse to buying debentures which provided for the return yearly of a 
portion of the principal, necessitating the trouble of the reinvestment of 
small amounts. At any rate, debentures of such a character brought a less 
price in the market, and hence the introduction of the sinking fund idea, 
which placed the onus of reinvestment upon the shoulders of the persons or 
corporations making the loan, thus giving the capitalist the advantage of 
a longer and, to him, more satisfactory investment. This condition of 
affairs originated when rates of interest were much higher than now and 
money was less plentiful. The day of the sinking fund is past, however, 
the difference in the price obtainable for debentures of the two kinds being 
so slight, that the trouble of maintaining the sinking fund largely exceeds 
the paltry difference in the proceeds of the sales. With a thorough sense 
of the responsibility attaching to the position which I take, I have no hesi- 
tation in saying that the sinking fund is a curse to the average municipality. 
Lack of knowledge of finances, inability to keep the sinking fund profitably 
invested, the manipulation of the fund by designing and dishonest officials, 
ignorance in computing the earning power — these arc principally the causes 
which lead to the conclusion voiced in the preceding sentence. In these 
days of cheap money, with capitalists on the alert for safe investments, and 
with the keen competition that exists in the money market, the kind of 
debentures issued makes very little difference in the price received. 

The debentures being ready for sale, with the coupons (if coupons are 
used) attached, they are offered to the investing public, either privately or by 
advertisement. Usually the highest bidder is the successful one. Before 
the debentures leave the hands of the treasurer all the particulars relative 
to them should be entered in the record book or debenture register of the 
municipality. A good form, but one very little used, I append herewith. It is 
arranged for one set of twenty debentures to each page, covering any period 
from one to twenty years. Full details concerning the issuance of the 
debentures, the amount, years to run, dates payable, place of payment, 
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annual payment of principal and annual payments of interest as represented 
by the coupons, dates due, and payments to the sinking fund when the deben- 
tures are issued upon that plan. Other particulars as to the number of the 
by-law, authorizing the issue, date of sale, persons to whom sold, date 
of delivery, amount received, divided as to principal, premium and accrued 
interest. Then the total amount to be raised annually by assessment, with 
particulars as to how much is chargeable to the corporation as a whole, and 
to the individual property owners in case the work is in the nature of a local 
improvement. The form (Figure i) illustrates the idea of a ten-year 
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debenture. I have worked it out in detail, so that I trust it will be easily 
understandable. 

As already stated, the entries in this register should be made before the 
debentures leave the possession of the treasurer. Upon receiving the pro- 
ceeds of the sale the necessary entry is at once made in the cash book, 
debiting cash and crediting the particular work upon account of which the 
debentures were sold. 

To enable the treasurer to get at the total debentures debt of the munici- 
pality as it matures, year by year, or to ..ascertain the gross amount of the 
debenture liability, a further subsidiary book containing in abstract all 
debentures and coupons will be found of great convenience. A book of 
this description will require very few pages, and by using the wide-and- 



419 



narrow leaf, can be made continuous. A handy official can prepare such a 
book himself. I have before me a book gotten up along the line suggested, 
which contains a complete statement in abstract of all the debentures and 
coupons issued by a corporation between the years 1882 and 1914, and it 
can be extended indefinitely. The idea will be found illustrated in F'igure 2- 
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As debentures and coupons are paid, cash is credited and debenture 
and interest accounts are debited respectively, and these are closed into the 
municipality account annually. 

The careful keeping of matured and paid coupons and debentures should 
be a matter of considerable moment to the treasurer, but in many cases 
the proper precautions are not aken. Occasionally an official is to be found 
who has devoted some thought to matters of this sort. About as ingenious 
a method of retaining these cancelled coupons and debentures as I have yet 
seen I came across in a small town in western Ontario a short while ago 
while engaged upon an inquiry into the finances of the municipality. A 
large book, similar to the ordinary invoice book used in the commercial 
world, was specially ruled after the manner of Figure 3, arranged to accom- 
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modate 20 coupons. As the coupons matured and were paid and cancelled, 
they were pasted in the book upon the block corresponding to the number 
(the highest number maturing first). When the final payment was made 
and the debentures redeemed, the page contained the completed debenture 
and all the coupons, duly cancelled. — F. H. Macpherson, C. A. 

DEBENTURES SOLD AT A DISCOUNT.— In such cases the 
amount of the debentures can be entered on the books, less the discount, or 
the discount can be spread over the term of years for which the debentures 
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are issued, either method being considered allowable. In the latter case, 
the discount on the debenture is treated as a preliminary expense of the 
incorporation and gradually written off from subsequent profits. 

In the case of redeemable debentures (payable at the end of a specified 
term of years), discount and brokerage must be provided for by a charge 
to profit and loss, which, however, can be spread over the term of years 
covered by the debentures. 

DEBITS. — Consist of assets, expenses, negatives and losses, and are 
posted to the left-hand side of ledger accounts. The original use of the 
word "debit" indicated something of value parted with, the party receiving 
the benefit being a debtor to the party from whom the benefit was received, 
and accordingly being debited. In books of account, however, debits now 
cover all kinds of what may be called- interchangeable transactions, i. e., 
transactions within a business in which values are shifted from one depart- 
ment to another without really parting with anything. Theoretically, the 
account debited represents something of value which the business owes to the 
proprietor of the business, or represents expenditures or values parted with 
which have to be accounted for to the proprietor. If we suppose that the 
proprietor of a business holds its manager responsible for its conduct and 
requires an accounting from him, then the manager will debit the proprietor 
with all the liabilities and credit him with all the assets of the business, 
this being the basis of the form of balance sheet used by the English account- 
ants who place the liabilities on the left-hand side of the balance sheet and 
the assets on the right-hand side. 

DEBIT LEDGER. — ^A term sometimes used to signify a customers' 
ledger. 

DEBT. — An obligation. Something due from one person to another, 
.whether in money, goods or services. 

DEBT. — (Com. Law). — A sum of money due by certain and express 
agreement. 

All that is due a man under any form of obligation or promise. 

Any claim for money. 

DEBTOR. — One who owes or is indebted. 

Applied also to impersonal accounts, as "expense debtor to cash," 
meaning that expense is debited and cash credited with an amount paid out. 

DEED. — (Com. Law). — A written instrument under seal, containing 
a qontract or agreement which has been delivered by the party to be bound 
and accepted by the obligee or covenantee. 

A writing containing a contract sealed and delivered to the party 
thereto. 
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A writing under seal by which lands, tenants, or hereditaments are con- 
veyed for an estate not less than a freehold. 

A writing or instrument, written on paper or parchmerjt, sealed and 
delivered to prove and testify the agreement of the parties whose deed it is 
to the things contained in the deed. 

Any instrument in writing under seal, whether it relates to the con- 
veyance of real estate, or to any other matter, — as, for instance, a bond, 
single bill, agreement, or contract of any kind, — is as much a deed, as is a 
conveyance of real estate, and, after delivery and acceptance, is obligatory. 
The term is, however, often used in the latter sense above given, and per- 
haps oftener than in its more general signification. 

Requisites of. — Deeds must be upon paper or parchment; must be 
completely written before delivery ; must be between competent parties, and 
certain classes are excluded from holding lands, and, consequently, from 
being grantees in a deed ; must have been made without restraint ; must con- 
tain the names of the grantor and grantee, but a variance in the names set 
forth in the deed will not invalidate it ; must relate to suitable property ; must 
be sealed (i. e., in order to constitute it a deed, though an unsealed instrument 
may operate as a conveyance of land ; and should for safety, be signed, even 
where statutes do not require it. 

They must be delivered and accepted. A deed may be delivered by 
doing something and saying nothing, or by saying something and doing 
nothing, or it may be by both. But if the deed is delivered without the 
consent of the grantor, it is of no effect. Deeds conveying real estate must 
in most states of the United States be acknov/ledged and recorded. In 
Pennsylvania this is unnecessary to its validity as between the parties. 

The requisite number of witnesses is also prescribed by statute in most 
of the states. 

Recitals in deeds of payment of the considerations expressed therein 
are not proof of such payments as against persons not parties thereto ; nor 
is a consideration always necessary to the validity of a deed of land. An 
alteration in the description of property in a deed can not be made without 
re-execution, re-acknowledgment, and re-delivery, after the deed has been 
delivered and recorded. 

DEFERRED BONDS.— Bonds the redemption of which is contin- 
gent on the realization of some condition or future eventuality. 

DEFERRED STOCK. — It sometimes happens that some portion of 
stock is issued on the understanding that it shall receive nothing from the 
profits of a business until after the common stockholders have been paid a 
dividend of a certain amount, after which deferred stock shall participate. 
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DEBICIENCY ACCOUNT.— A term used to describe an account 
showing in detail how the deficit exhibited by the balance sheet of an insol- 
vent trader or corporation was caused. Inasmuch as a deficit is algo 
incurred over and above the amount of capital invested, it is apparent that 
Deficiency account must be charged with both capital invested and deficit, 
and credited with all losses and impairments of values which make up 
that amount. 

Or, it may be that on a given date there was a surplus which would also 
have to be accounted for. 

We append a sample of such an account. 

STATEMENT OF AFFAIRS, ist JULY, 1890. 
Liabilities — 

Unsecured Creditors $144,480 00 

Fully secured Creditors $11,760 00 

Hold securities values (at cost) at I3,IS0 00 

Estimated Surplus, per contra i,39o 00 

Partly secured Creditors 188,485 00 

Less value of securities (estimated at cost) 90,490 00 97,995 00 

Liability on Bills Receivable discounted 29,165 00 

Estimated to rank for dividend at (say) 5,000 00 

Preferential Creditors for salaries and wages 4,iio 00 

Deducted per contra 

$247,475 00 
Assets — 

Cash — At bankers $400 00 

Cash — In hand 20 00 $420 00 

Office furniture (cost $1,445) estimated at 1,000 00 

Accounts Receivable — Good 6,705 00 

Accounts Receivable — Doubtful ($850 estimated at) 425 00 

Accounts Receivable — Bad ($62,690.00 estd. of no value).. 7,130 00 

Stock in trade Main Office (cost $6,530, estimated at) 6,000 00 

Stock in trade and (less sundry liabilities) at branches cost 

$171,110, less $28,190 estimated loss on realization 142,920 00 

Buildings, plant, steamers, and carrying craft (cost 

$154,715) estimated at 54.715 00 

Estimated surplus from securities (per contra) i,390 00 

$213,575 00 
Less preferential creditors 4,1 10 00 

$209,465 00 
Deficiency . , - 38,010 00 

$247,475 00 
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DEFICIENCY ACCOUNT, FROM ist JULY, 1894, TO ist JULY, 1899. 
Dr. 

To Capital— July i, 1894 $210,000 00 

To Profits, as per books, viz. : 

1894-S $35,000 00 

1895-6 30,000 00 65,000 00 

$275,000 00 
Cr. 
By losses as per books, viz.: 

i8g6-7 $50000 

1897-8 3.000 00 

1898-9 5,155 00 

8,655 00 

Drawings (at the rate of $22,500 per annum) 112,500 00 

Bad debts , 62,69000 

Estimated losses on realization, viz.: 

Stock at main office 530 00 

Stock at branches 28,190 00 

Branch buildings, plant, etc 100,000 00 

Office furniture 445 00 129,165 00 

$313,010 00 
Deficiency 3^,010 00 

$275,oioo 00 

DEFICIT. — (Com. Law). — The deficiency which is discovered in 
the accounts of an accountant, or in the money which he has received. 

DEFRAUD. — (Com. Law). — To defraud is to withhold from another 
that which is justly due to him, or to deprive him of a right by deception 
or artifice. 

DELINQUENT STOCK.— Stock subscribed, but on which assess- 
ments or installments, have not been paid. 

DELIVERY OF STOCK AND BONDS.— Rules for the delivery of 
stocks and bonds are made by the various Stock Exchanges. 

DELIVERY IN CONTRACTS.— (Com. Law).— The transfer of 
the possession of a thing from one person to another. 

Originally, delivery was a clear and unequivocal act of giving pos- 
session, accomplished by^ placing the subject to be transferred in the hands 
of the trans ferree, or his avowed agent, or in their respective warehouses, 
vessels, carts, and the like ; but in modern times it is frequently symbolical, 
as by delivery of a key to a room containing goods. By marking timber 
on a wharf, or goods in a warehouse, or by separating and weighing or 
measuring them, or otherwise constructive, as by the delivery of a part for 
the whole. 

Where goods are ordered by a foi^eign merchant, the title passes, on a 
delivery to a carrier for shipment, subject only to the right of stoppage in 
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transitu ; but such is not a delivery to the vendee vk^here he dies before they 
reach their destination. Where the vendor takes the bill of lading delivered 
to the order of himself, or of his agent, it prevents the property from passing 
to the intended vendee until delivery. 

Delivery is not necessary at common law to complete a sale of personal 
property as between the vendor and vendee; as a sale passes title as soon 
as the bargain is struck without any delivery or payment. But as against 
third parties possession retained by the vendor raises a presumption of fraud, 
conclusive according to some authorities, others holding it merely strong 
evidence of fraud to be left to the jury. But delivery is necessary, in gen- 
eral, where the property in goods is to be transferred in pursuance of a 
previous contract, and also in case of a donatio causa mortis. To give 
validity to a gift, there must be such a delivery of the subject thereof as. 
works an immediate change in the dominion of the property. The rules- 
requiring actual full delivery are subject to modification in the case of bulky- 
articles. 

The word delivery is used in different senses, which should be borne in 
mind in considering the cases. Sometimes it denotes transfer of the prop- 
erty in the chattel and sometimes transfer of the possession of the chattel: 
When used in the latter sense it may refer either to the formation of the con 
tract, or to the performance of it. When it refers to the delivery of pos- 
session in the performance of the contract the buyer is sometimes spoken 
of as being in possession although he has only the right of possession, while 
the actual custody remains with the vendor. 

A condition requiring delivery may be annexed as a part of any con- 
tract of transfer. 

In the absence of contract, the amount of transportation to be performed 
by the seller to constitute delivery is determined by general usage. 

DELIVERY RECEIPT.— A receipt for goods delivered. Many 
business houses have adopted a system of triplicate forms, one copy being 
given to the customer as a bill, a duplicate to the teamster, who returns 
it to the office as a receipt for delivery after the goods have been delivered, 
and the third copy being turned over to the book-keeper, from which the 
amount of the bill is posted to the ledger. 

DEMAND. — (Com. Law). — A claim; a legal obligation. Demand is 
a term of art of an extent greater in its signification than any other word 
except claim. 

A release of all demands is, in general, a release of all covenants, real 
or personal conditions, whether broken or not, annuities, recognizances, 
obligations, contracts, and the like ; but does not discharge rent before it is 
due, if it be a rent incident to the reversion ; for the rent was not only not 
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due, but the consideration — the filture enjoyment of the lands— for which 
ihe rent was to be given was hot execiited. 

DEMAND NOTE. — ^A promissory note payable on demand instead 
■of on a specified date. 

DEMURRAGE. — ^A charge made for storage by railroads or other 
•carriers when goods are not removed 'by consignee after they have reached 
their destination and proper notification of arrival has been given. 

DEPARTMENT. — The subdivisions of a business in which different 
-classes of goods are sold or services performed. 

"The question of how to keep departmental accounts and what expenses 
;should be charged to them, is one about which there is much diversity of 
"Opinion and practice in the drapery trade, and consequently no uniform 
rule. 

The general idea that each department should be treated on a separate 
business basis is good, as equally as that each department should contribute 
to the aggregate net profit of the business. But how to apply these ideas 
-and where to draw the line in charging expense is not so clearly apparent, 
with the result that the i,dea has in some instances been pushed to the 
veritable edge pf tjie precipice of absurdity, and indisputably profit-earning 
■departrnents have, to my knowledge, been made to appear as a loss to the 
general business. It would seem, therefore, that some attempt should be 
made to fix certain limits within which to gauge the net-earning capacity 
of departrnents, and to establish upon a more or less adequate basis^ a 
uniform rule of keeping departmental accounts. 

It can be safely assumed that everything has a destined object or pur- 
■pose, and that before it is possible to rightly understand the functions of 
the thing in question it is necessary to appreciate the, real object or purpose 
of its being. Now, departmental accounts are not constructed for the 
simple purpose of mystifying the heads of departments, and as excuses for 
withstanding their suggestions for pecuniary encouragement ; nor are they 
•constituted with the idea of getting rid of central managerial responsibility, 
as I hive said the idea of working departments on the basis of separate 
T)usiriesses is good, but the idea should be intelligently applied. 

The thought underlying departmental accounts is, to my mind, the 
deterriiining of the financial responsibility of the departmental manager. 
If this be so, clearly then only those items of charge which are dependent on 
■departmental sanctions should enter into the departmental account, and those 
-debits and' credits which appertain to the general management belong of 
right to the general working account of the business. ' To make every 
-expense item which it is not possible to specifically locate a pro rata charge 
to turn over is manifestly unfair, as such charges of necessity press with 
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greater severity on some departments' than others, amounting in sortie cases 

to penalizing the most prosperous for the benefit of the least remunerative. 

A simple instance such as the following will illustrate what I mean : 

Jones, Mr., 

HAMPSTEAD. 

4.' s. £ S. d. 
I Suit 45 2 g 



Jones, Mrs. 

HAMPSTEAD. , 

d. s. d. 

z% CalHco ...4?4 •' I I 

1 Towel 8^ , 9 

5 Muslin 4J^ I I0j4 

3 Braid i?4 o 5 

2 Cotton !--r- .ij4..*.. .,..,......, q 3 

4 A%, r 

Here it must be apparent that the sale^to Mr. Jones has taken up less of 
the clerk's time and consumed less stationery than that to Mrs. Jones, but the 
effect of the pro rata rule is to saddle the tailoring department with ten 
times the expense that is debited to the departments included in Mrs. Jones' 
purchase. This is simply an illustration, but it is representative of the 
incidence of the pro rata rule, and serves to show up its iniquity. ,^ 

Let us proceed to the construction of a depa,rtniental account. We can 
either adopt the form given on pages 4 and 43 of "Drapers' Accounts," 
published by Effingham Wilson, Lpjjdon, Engl^nid, or we can construct a 
slightly different one like the following: , . 1 , 

DEPARTMENT "a," 

Stock Account. , 

Jan. I. , Jan., , , ,, 

To Stock , 3,000 By Sales" 1,260 

To Purchases 500 Less 2S9{» 300 



' 900 

Patterns SO 

Balance being stock 2,550 



3.S00 3,500 

Feb. I. 
To stock b/d 2,550 

Profit and Loss Account. 
Jan. Jan. 

To wages By Profit on Sales 

To Comsn 

To Patterns 

To Circulars 

To Stationery 

To Space rent 

To Etc., Etc 

To Net Profit, c/dn ,. . . 



Feb. By Net 
Profit b/dn 
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The above would represent an open folio in the departmental ledger. 
The stock at commencement will be according to valuation of stock-taking, 
purchases will be taken from the monthly totals of the dissection books, or 
from the columns of the analytical purchases journal, and sales from monthly 
dissection or from the analytical day book, if one be used. Prior, however, 
to the extraction of the purchases totals, transfers to and from departments 
will have to be added to and subtracted from the departmental totals in 
order to get the adjusted amounts for posting. From sales will have to 
be deducted the average earned profit ; this can be done either in the stock 
account as shown, or at the bottom of the columns in the dissection book; 
then, with the net amount of sales posted to the credit of stock account, and 



puac/ijises ^ouonal. 



Noof 
Invoice 


Da+e. 




Kl»m^ 


fSl.o 


AmoLi n't" 
©r Invoice 
*+ C o,*+ 


OffparrtrherTtei yioaly*is a't^elligd | 
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° 1 




I 








* 































* Op whcPc Invoicea aioe ^raouped ondttTi^ra money column couM be adc^rcJ ft>r> "tofal^ 
ZSne DcpaPTrnerifel Analytic. couM al»o -dhoyv "two colurnne> each dfcpai^thwrf^^om'coatoflienseliiijjj 

patterns credited, the difference between the two sides of the account will give 
the estimated amount shown on the stock sheets, then the balance of the 
account becomes a gross departmental profit, and can be carried to the profit 
and loss account of the department; the former seems preferable, however 
as it shows the variation. 

The general working account of the business will be constructed of the 
various departmental net profits, of discounts, and sundry items of revenue, 
and on the debit side of general expenses; the net profit of this account 
will be that of the ordinary trading or profit and loss account of the business, 
judged as so many questions of proportion in relation to turn- over in com- 
parison with forrner periods, and as determining largely / the success or 
otherwise of the general management of the business. 

GENERAL PROFIT AND LOSS ACCOUNT. 

To managerial expenses — 

£. s. d. 

Salaries 

Wages 

Rent 

Insurance 

Advertising 

Carriage 

Postage 

Packing, etc., etc 

Net profit I 
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£. 



By Profit from "A" Dept. 
By Profit from "B" Dept. 
By Profit from "C" Dept. 
By Profit from "D" Dept. 

Etc., Etc., 
By discounts 

Etc., Etc., 



One word as to discounts : Cash discounts can be legitimately retained 
by the counting house under the plan outlined above; whereas, if every 
item of expense, whether departmentally controlled or not, is to be charged 
against a department, it becomes an open question as to whether the depart- 
ment should not have the benefit of the discount its purchases create, as 
clearly if all expenses are to be accounted departmentally all profits should 
be also. 

n. A/0/V7V7Z.V DCMDTMENT ABSTQACT 
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A monthly abstract, such as the above, should be issued to the head of 
each department, and a general summary m&de out for the principal or 
manager. 

Now, at the end of the period (presuming you are the principal), you 
can have a frank talk with your departmental managers. The expense 
over which they have had control have been so much, and represent such 
a proportion of their turnover as against so much of the corresponding period 
of the previous year, and commendation can be given or explanation asked 
for according to the circumstances of the case; and this, I submit, is the 
only fair position to assume in the construction of departmental accounts." — 
G. H. Richardson^ 

The modern American department store is organized on the principle 
that while the business is under one general and nominal control, each 
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department is run as a separate undertaking, being charged according to 
its results. > 

Thus, the boot and shoe department of a department store is charged 
with everything purchased for it, with the expense paid out on its account, 
and the proportion of the general expense of management. It is credited 
with the sales, and the balance shows net profit or loss on business done. 

, At the end of the year, or other fiscal period, the totals of each depart- 
ment are brought together in one financial statement, so that the showing 
of eath department is an ex:hibit in comparative form with the results of 
the other departments, ktid alsb with the previous showing of that depart- 
ment. ' ■■' ' •' 

In order to obtain this summarized financial statement with the least 
possible labor, special books' of record should be used. 

• I. Purchases.' Provide a purchase or invoice journal with a total 
column for amount of invoice, and separate columns for distribution to each 
department. - 

i 2. Salaries, -vfages f6r: productive labor, and other expenses are dis^ 
Dursed for the different departments. The cash book, therefore, should be 
provided with separate columns for the entries pertaining to each depart- 
ment. 

3. Goods are returned; freight is deducted; rebates are obtained 
from railroads; allowances are claimed. The cross-entry journal, there- 
fore, should also contain separate columns for the respective departments. 
Those relating to returns and allowances on purchases can, however, be 
taken care of in the purchase journal if preferred. 

4. It is necessary to keep the sales of each department separate, and 
summary books or sheets should therefore be provided on which may be 
entered the daily totals of the sales of each department. 

Where department stores sell on credit, a separate sales book should be 
provided in which to record such sales containing separate columns for 
each department. 

In organizing the accounting departments of a department store, there 
will always be individual special requirements to be considered, but the 
fundamental principles are included in the following summary : 

A perfect system of accounting will show — 

1. Cost of goods sold. 

2. Cost of labor employed. 

3. Special department expense. 

4. Proportion of general expense chargeable against the depart- 
ment. 

5. Sales. 

6. Profit. 

430 



In the cashier's department, tite-best department stores now employ the. 
pneumatic tube service. The salesmaji or sdeswoman takes the order, 
makes out the bill in duplicate, and enters the amount of the sale on the 
salesman's record provided for the puirpose. The duplicate bill then goes 
down, together with the money, through the pneumatic tube, the original 
is receipted, returned and handed to thfe customer. The duplicate is retained 
and sent to the audit office, where the total of all the tickets is obtained eacli. 
day,, usually with the assistance of the comptometer, the totals of each pneu- 
matic tube being kept separate. The cash'turned oyer to the cashier i^ust. 
agree with the total of the tickets. If it does not agree, the totals can be- 
checked from the salesman's record and the discrepancy traced to the par- 
ticular tube from which the ticket was received, thus locating the error 
(probably in making change) to the operator at fault. 

The accounting necessary for the larger department stores to be found', 
in cities of the calibre of New York, Boston and Chicago is necessarily very 
expensive and complicated, calling for a large number of books and forms, 
which are entirely unnecessary in smaller businesses. In some of these 
department stores the purchases are so large and varied that the purchase 
accounts will number several thousand in number, calling for the use of 
perhaps five or six separate purchase ledgers, usually divided alphabetically. 
This necessitates the use of as many columns in cash book and journal, so- 
that each ledger m.ay be proved separately on the controlling principle. 

Some of the forms used in these stores are illustrated below. 
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When goods on consignment are returned, it is necessary to make a, 
memorandum of same in a special return and allowance book. 
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This is a department summary book, in which purchases are distributed 
to the various departments. 
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J^Vt^ AdA^e 


^f^o .ikooocAa 1 


M 


1 








1 












Cnclommd you w.ll rtnd cKecK For S 
■ ri Full pftyf^cprt* of ITfe ftllowir.^ invoic«» — 




If^" 


tnvoio* 


L«l»«D«,r«. 


M,+ 




D.»e(Kjrrt- 


Ne+ 1 














































































— 


















































— 


























— 


























— 




_ 
























TwfKU 






















' 


Vary "fruly your* 


___ 













I 



When these blanks have been filled out they are handed to the clerk 
■who makes out the checks. 

SUNDRY PURCHASE TICKET. 





» I 


n.„io M.„ =,_* y 


T^Kfc !! : 


OoMcr>: 



Tor D«.,jf -aPiffi- 



•^cf * j -? n^ 



No ["--"^n 

Article* por-cha»ed by _ 

Dopf.^ lo-rf- .°..JK 



rvl,.^ °,— Ht, 



De|>^..a «.^» r> <n 1- 



* i--'.-s^ 



D.rit-C Py^.^ I ,. — ivi-^- 



6a 



AulKortced by ^Jnr^^.j^ 

Dec«iv«d bx — P>^"^^ 
Cour35n»i^n«d ^ _ 



"Tot&l g \-7n^ 



AlUr. 



-'^■■pt- 



This is used as a record of purchases made from other department 
stores of articles not on hand. 
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COST SYSTEM FOR WORK ROOM. 



As all the manufacturing departments employ the same accounting 
systems with but little change, which is occasioned by the different lines 
manufactured, the explanation of one will therefore practically explain 
them ^,11. 



M&NUrUCTURINO OCPT NO S 
MIL.LINCQV WOOK DOOM 

Dcitft Apl- ft 

aiads 



-lOSja. 



Addr«»» 



^Ar\u&c1Df^in^ No Pi-^gP f^^mrM^^ No Pt.'^nn 



rt(st- 



5ilK «ifa - 1 



Giw\p etc 
L.■'\|>^gfl_ 



Dries 

1'^ 




Toil J 



In the millinery room, which we will call "manufacturing department 
No. 8," the trimming of hats is carried on. When an order is received from 
the department, whether "stock" or "special," and, whereon the style is 
specified, or as in the case of "stock" orders, left with the trimmer, a man- 
ufacturing ticket is at once given out. An illustration of this form is here- 
with shown. The manufacturing number is the number of the hat — the 
future "stock number." The "running" number is given it on its return 
to the desk from whence it was given out, and is practically the entry num- 
ber. By way of illustration, the ticket is filled out in an abbreviated form 
and is practically self-explanatory. It will be noticed that "outside goods" 
are apparently made up at their cost price, but as a matter of fact, a small 
percentage has been^ added on to defray cost of handling — usually 5 per 
cent. From all house materials, a flat discount (called the manufacturing 
discount) is deducted, in order to bring the goods down to their approx- 
imate cost with 5 per cent, added as in the case of outside goods. 

The data in the lower portion is obtained from a time ticket issued with, 
and attached to the manufacturing ticket, whereon the time given out and 
lime returned is noted ^ with the names of the different "hands" through 
which the hat finds its way, by the forelady in charge generally. The price 
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of the labor is not by any means the actual cost per hour, but an arbitrary 
price set for the particular branch of work it afifects.' 

On the return of the finished hat to the desk, the ticket. is entered in a 
"cost journal," ruled as 'follows: 
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A "stock ticket" reciting the nurqber, the article and the total cost is 
then attached, and with the hat is sent to the sales department, where the 
selling price is put on. The manufactiiring ticket is retained in the work- 
room and the stock ticket is sent to thie auditing department for the purpose 
of debiting the sales department, and entering by 4he. manufacturing audit 
clerk, as will be later, ejtplained under that heading. ; 

, . CASH TICKETS..' 



fiAc/Kef£s CL/oo/\f 



Sold b- 



■r 



so 



ArrfhoF Sale 
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do Id by 
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These tickets are usually made in pads of fifty and are so arranged that 
a carbon lies between the original and its duplicate. Another style that 
has found much favor, arranges these tickets in a continuous strip, alter- 
nately coupon, original and duplicate. In this style, the detaching of a 
"set" of tickets (coupon, original and duplicate) brings the carbon leaf 
automatically over the next duplicate, the mere closing of the covers of the 
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book folding the original and coupon over it. The tickets are numbered 
consecutively from i 10-50, the tickets of each set (coupon, original and 
duplicate) bearing the same numbers, as shown in the illustration. 

They are sometimes secured in an adjustable cover in which the pad or 
strip is securely held by a clasp, but often a cheap permanent cover is used, 
and for certain reasons is preferred by some stores. 

In the back of eaclr book is a summary of sales printed on the inside 
back cover, where permanent covers are used; on loose cards where the 
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adjustable covers find favor. The former method is the more commendable, 
as ill the latter the loose cards are often lost. The accompanying illustra- 
tion gives the form." 
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C. O. D. TICKET. 
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COMBINED CREDIT TICKET AND CASH VOUCHER. 

/»IOb v.K«K r.-\ ( C^«df^■TieK<i^^ \ / VooeKef. -v 

vii\*n«in1Rk bMK/ (placed wHK ITvt good*/ Jqiverx '•me c*j»1Sr»\«B ; 



u 17140 : 

• 


M inas 




1 — 

1 M iriAO 


• M , 




|j)-p+ ! "^ : II _. _ 1 !• 1 1 


1 

l_ 








Ainmirtt-t ■ 








1 






J TSia Voucher wril be Ac<Lef>f&d 
























1 m volu*. (^pre«ertte.d when mAKind 


1 








ri 1 1— . 














'- 1 t\e vJr\o \ I.OrrvnK Oomparvy— l 








. VokJ ,e tin^„ad oi. defecec*. 





c^^H/itQ »;a 






SUMMARY 01? 

WedfNeadcLy - Appi 


CASH 


TICKETS 


• 


















A S.IK« S/ \/K 


l^^«.i3 t 


1 


■■i 


3 


^ 


^ 1 e 1 7 


e 


ci-nr. 




I 1 


1 




















































, f 


14 


















































7fa 




















































fill 




















































^f) 












































































































































































































1 


i=V» 
















































■ 
























































■' 
















































































































. 
























































1 


1^ 


















































" 


^ 


le 
























































!9.T 






















































:sfS 


t*'^ 




l« 




\A 


in 


3^ 




17 




1,9 


































































































1 — 1 








1 — 1 


Lau. 


Iks] 








1 1 




1 1 










L. 


Li^-^ 


.. 




- • 



RECORD OE INDIVIDUAI, CASHIEr'S ACCOUNTS. 
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MANUFACTURING PURCHASE SUMMARY. 
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This is a record of material purchased by a diiferent manufacturing 
departments. 

auditor's DAILY REPORT. 
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In the first division appears the report of the merchandise sold for cash, 
and -for memorandum purposes, the amount of cash reported by the chief 
cashier as received against it. In the same division appears also other 
cash items that have been audited in this department. These are compared 
by the chief book-keeper with the chief cashier's report, through which 
they are charged against the proper account. 

This division, as will be seen, is countersigned by the manager of the 
department. 

In the second division the report of the mail order cash sales for the 
day is entered. The amount extended in the outer column is practically 
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the amount of cash received, and must balance with the correspondmg item 
on the chief cashier's report. The gross amount shown is the total of cash 
orders received during the day, the "credits and discounts" being the items 
claimed by the customers ordering goods, and standing to their credit on 
the books. This division is countersigned by the mail order cashier making 

the report. ,• ', 

The third division is the report of the corrected merchandise charges, 
credits and discounts entered that day on the customers' charge ledgers, 
while the fourth division represents the same items posted into the C. O. D. 
ledgers. As shown, they are countersigned by the managers of those 
departments. In the last division appears the statement of purchases as 
taken from the day's summary sheet of purchases and returns. When com- 
pleted, the report is sent to the chief book-keeper for final entry. 
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This is a form of record of transfers of goods from one sales depart- 
ment to another, or from a sales department to a manufacturing department 
or work-room. 

DEPARTMENT STOCK IvEDGER. 



A 








^/z./<s >i/vo vcL-yi::T^ 














■tee. Drftarrx* N<£t- S«.l^.-. 1 

































1 


.•^ 


































« 








































A 




















o 


























L2.. 


ir^ 


























icr 






















p*? 


































lA 






















'ff 


72eo«> 


fif 


1.1 
























l7AAArt 


rvft 


Ifi 






















































l.q 


























r-»^ 
























r}l 


















i^"„-..^»j, r-k' l-^ 






JZOOS4 


4? 






















































































• 


































1 










16 


-ar.g.'^ft 


22. 




ael 73.ATi 


±a 





440 



This ledger is divided into departments, twelve pages (one for eachs 
month) being given to each. At the close of the month the approximate 
inventory of each department is figured in the outer margin as shown. 

This is a record of the transfer of material from one department to 
another. ryoo/f/^ooA^ 75S4/v4S/="^-^? ^AiAl.\^/S 
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This is the record of the transfer of material from one work-room ta- 
another. 
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The figures for this sheet are obtained from the several books in use. 

The comparison of the individual inventories of the sheet with those of the- 

book and the final balancing of the sheet itself proves the accuracy of the 

work. 
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CUSTOMERS' CASH RECEIVED BOOK. 

There are usually two cash received books kept, one for store payments, 
and the other for mail payments. 
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The columns above illustrated show the ledger divisions of a depart- 
ment store carrying several thousand accounts. 

THREE-COEUMN BAEANCE EEDGER. 
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DAIEY EEDGER PROOF SHEET. 
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As each person passes the desk the time is recorded on a "time sheet" of 
the appended form. 
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As a general rule, all establishments allow a few minutes "grace time" 

in the morning, and all who report before the expiration of the "grace time" 
(for illustrative purposes we have taken it to be 8 :o4 a. m.) are credited with 
a check mark, as shown in No. i. Persons arriving at 8:05 or 8:07 are 
marked "5" or "7," as in Nos. 2 and 3, to save time in writing, while those 
arriving later are marked out in full, as in No. 6. Absence is recorded with 
an "A," as in No. 3 (p. m.), 'No; 4 (a. m.), and No. 5 (a. m. and p. m.). 
Should a person receive for any cause leave of absence after having reported 
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for business in the morning, the time of departure is noted on the second 
line, and in the third lirie, the "A" noted for absence of the balance of the 
day. The time of going to lunch is noted likewise on the second line, and of 
return on the third. All "passes" of a temporary nature, i. e., for a part of 
the. day, are entered in a small "Temporary Pass Book," the time number 
of the person, together with the time of departure and return, being recorded. 
Passes for "extra lunch time," i. e., for more than the time allowed by the 
establishment for lunch, are not entered in the pass book, the time of 
departure and return being noted on the time sheet, as in No. 6, the "P" 
denoting to the salary clerk that a pass will be found for the extra time. 

SALARY BOOK. 
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The time sheets eventually find their way to the salary clerks, by whom 
they are entered in the salary book illustrated above. 

In large establishments separate salary books for males and females 
are in use. The ruling of the books require the writing of the names but 
once in five weeks, the right-hand page being ruled with three "week" 
tolumns. The names are recorded by departments under three general 
heads — sales, manufacturing and miscellaneous, the latter including all 
offices, cashiers, delivery department, etc. The morning time is recorded 
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on the first line and the number of minutes occupied for lunch on the second. 
On the third line is noted the time for departure at night, if otherwise than 
the usual closing time. Most houses, as a rule, pay for overtime work a 
small amount, technically called "supper money." Others allow no money 
consideration, but as an offset allow a reasonable "lateness" the following 
morning. In these houses a "night book" is provided at the entrance door 
wherein the clerks record their names and the time of leaving. This book 
is taken py the salary clerk the next morning and the time properly credited 
on the third line — in red ink, as a rule, to distinguish overtime from "pass" 
time (departure before closing time). 

At the end of the week the salaries are made up from the extended 
entries as shown in the illustration, the gross total of the salaries being 
charged through the general cash book to the pay roll account, and the 
offsetting merchandise deductions, which are obtained from the employers' 
charge ledger as previously stated, credited to the merchandise sales account. 
The salaries are enclosed in small "pay envelopes" baring upon them merely 
the time and number and name of the employe, and are distributed among 
the various departments by clerks from other offices. 

A report of the total salaries by departments as compared with the 
previous year is made up each week, and the current week's salaries recorded 
therefrom in a salary summary book, which is totaled by quaiters (thirteen 
weeks) and finally at the end of the year in full. 

In this office an interesting record of each employe is kept on the "card 
index" system, a card numbered to correspond with the numbered signature 
on the "rule book" (g. printed book of rules which every employe on entering 
the service is required to sign), recording the dates of entering and leaving 
the services, the references given, the positions held, the salaries paid and 
the dates of increases, if any, and such other information as may be of ulti- 
mate interest in "looking up the record." 

MAIN CASH BOOK. 
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For a small store carrying only three or four departments, the returns from 
which are desired, the method hereunder illustrated may be found useful. 
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Haying obtained a ledger arid journal.bf some kind, the book-keeper will 
divide his ledger into sections^one section for city accounts, one for country 
accounts, one for purchase accounts, and one for sundry accounts. He will 
also divide his sales journal into three sections-^ofle for hats, one, for gloveSj 
and one for hosiery. I,f--the president of the company will not stand the 
expense of a proper cash book, the book-keeper will purc-hase some kind of a 
book which has only horizontal rulings, and will jrule"- for himself, day by 
day as required, the following columns. On the debit side : 



City. 1 CZounf^i' 
Accounts. lAccourrfS* 


FuPcKaop. 
Account^. 


<A.c counts. 


Mats: j (3 loves. 


rifi&Jeyjy. 1 




> JL 


--■[^' 






..J ■ ; ■ 

















On the credit side of the cash book .^the book-keeper will provide similar 
colurnns, together with such expense .columns as he can find room for, 
posting the totals of the expense columns monthly instead of posting indi- 
viduaLitems. 

The cross-entry, or pro and con, journal, sho'ttld be similarly arranged. 

All department sales on credit should .be entered in their -respective 
columns, in the journal to the credit of such departments. 

All department sales for cash shotild be entered, in their respective 
columns on the debit side of the cash book. 

All department purchases on credit, or returns from, or allowances to, 
customers, shoiild be entered in their proper columns on the debit side of the 
journal. 

All department purchases for cash should be entered in their proper 
columns on the credit side of cash. 

We have stated that the ledger will be divided into four sections. The 
sundry account section will be the sun around which all the other sections 
revolve — the pivot of the constellation, the key to the system. This section 
will contain accounts with the other three sections. The account with the 
city accounts section will charge that section with all city debits, and credit 
it with all city receipts, allowances, etc. The balance of this account will 
equal the total of the balances in the city accounts section. 

The balance of the account with the country accounts section will equal 
"the total of the balances in the country accounts setcion. 

The balance of the account with the purchase accounts section will 
equal the total of the balances in the purchase accounts section. 

The sundry accounts section will be self-balancing. 
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To illustrate how this is done we will take the hat department for the 
month of June, 1898, and show a trial balance of the sundry accounts section^ 

Purchase of hats on credit during month, $800. 

This will be the total of journal credits and it will be debited in hat 
:olumn — one posting at end of month. 

Purchases of hats or hat material for cash, $178. 

This is total of hat column credit side of cash. 

Cash sales of hats, $750. 

This is total of hat column debit side of cash. 

Credit sales of hats, $620. 

This is total of sales book credited to hats and debited to city accounts 
account or country accounts account on journal. 

At the close of the month the totals of all columns in cash book and 
journal (except sundry columns), will be posted to their respective accounts- 
In the sundry accounts section. The totals of each section of ledger column 
are posted to the debit artd credit of each section of ledger account. 

The results will be as follows : 

HAT ACCOUNTS WILL SHOW: 

DEBIT. 

Hats on and June ist $ 485 00 

Hats purchased, cash 17800 

Hats purchased, journal 80000 

Bal. to gain and loss 250 00 

$1,713 00 
CREDIT. 

Hats sold, cash ....$ 75000 

Hats sold, journal *620 00 

Hats on hand, July 1st 343 00 

$1,713 00 
CITY ACCOUNTS WILL SHOW: 

DEBIT. 

Customers' balances June ist $ 765 48 

*Hat sales 620 00 

Glove sales 378 50 

Hosiery sales 589 75 

$2,353 75 
CREDIT. 

Hats, cash $ 72500 

Gloves, cash 360 00 

■- ' Hosiery, cash ■....' 62500 

•Customers' balances July ist , 643 73 

$2,353 73 
4^7 



Gloves and hosiery accounts, country accounts account and purchase 
;accounts account will be similarly arranged. 

The method of checking the total balances of city accounts, country 
accounts, and purchase accounts sections of the ledger have been previously 
described. These sections having been balanced, it only remains to take 
^ trial balance of the sundry accounts section, as per following illustration : 

DEBITS. 

City accounts receivable $ 643 73 

Country accounts receivable 1,94720 

Cash 246 25 

Bank : 4.75° 00 

Fixtures and fittings 600 00 

Hat, mdse 343 00 

Gloves, mdse 279 50 

Hosiery, mdse 45000 

Expense 265 00 

Freight 7850 

Wages 1,250 00 

$10,853 18 
CREDITS. 

Capital $5,00000 

Purchase accounts 3,200 00 

Bills payable 1,000 00 

Surplus from mdse 1,653 1^8 

(Inventory taken monthly.) 

$10,853 18 

This system can be carried out to any extent. If the book-keeper will 
-provide himself with cash books and what are called trial journals, with 
sufficient columns, he can divide each section of his ledger alphabetically, 
.and prove each section separately, opening an account in his sundry accounts 
section with each alphabetical division instead of with each section. This 
will be found very useful in some businesses where the number of customers' 
-accounts is very large. 

The departmental accounts will show the gross profits made in each 
"department for each period when inventory is taken. 

DEPOSIT. — (Com. Law). — A naked bailment of godds to be kept 
for the depositor without reward, and to be returned when he shall require it. 

A bailment of goods to be kept by the bailee without reward, and deliv- 
ered according to the object or purpose of the original trust. 

A contract by which one of the contracting parties gives a thing to 
another to keep, who is to do so gratuitously and obliges himself to return 
3t when he shall be requested. 
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An irregular deposit arises where one deposits money with another for 
safekeeping, in cases where the latter is to return, not the specific money 
deposited, but an equal sum. 

A depository is bound to take only ordinary care of the deposit, which 
will of course vary with the character of the goods to be kept, and other 
circumstances. While gross negligence on the part of a gratuitous bailee is 
not fraud, it is in effect the same thing. He has, in general, no right to use 
the thing deposited; unless. in cases where permission has been given or may 
from the nature of the case be implied. He is bound to return the deposit 
in individuo and in the same state in which he received it; if it is lost, or 
injured, or spoiled, by his fraud or gross negligence, he is responsible to the 
extent of the loss or injury. He is also bound to restore, not only the thing 
deposited, but any increase of profits which may have accrued from it; if 
an animal deposited bear young, the latter are to be delivered to the owner. 

In the case of irregular deposits, as those with a banker, the relation 
of the banker to his customer is that of debtor and creditor, and does not 
partake at all of a fiduciary character. It ceases altogether to be the money 
of the depositor, and becomes the money of the banker. It is his to do what 
he pleases with it, and there is no trust created. The legal remedy is a suit 
at law for debt ; the balance can not be reached by a bill in equity, except in 
some cases of insolvency, when a fund can be followed. The banker is not 
liable for interest unless expressly contracted for, and the deposit is subject 
to the statute of limitations. 

DEPRECIATION. — Depreciation— although subject to differing con- 
ditions — may be generally described as an impairment of the value of an 
asset by reason of effluxion of time, wear and tear, accident, or similar causes, 
necessitating a replacement in order to restore the asset to its original value. 

This replacemnt is sometimes effected, by means of repairs, which are 
charged direct against revenue, and the replacement is frequently provided 
for by a kind of sinking fund, which is established to offset the loss occa- 
sioned by depreciation. 

"The amount which should be deducted from the book value of certain 
assets for the purpose of ascertaining, after allowing for deterioration, the 
real value of these assets, and further for the purpose of arriving at the legiti- 
mate amount of profit made during a given period and available for appro- 
priation or distribution as the case may be." 

"The repayment of capital out of the total gross revenue earned during 
that period, of such proportion of the original capital outlay as has been 
absorbed or. consumed in earning such gross revenue. (2) The charge 
against the revenue of any particular period, being that proportion -^f the 
cost of the finished or partly finished production during that period reore- 
senting the wear and tear of the producing..machinery." , 
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"In Stocks and Shares depreciation, strictly speaking, only occurs 
where the stock and shares are in wasting securities or in companies owning 
wasting assets which do not provide a proper amount for depreciation before 
distributing profits, as, for example, mines and single ship companies. The 
value of stocks and shares would, of course, vary from many other causes, 
and is continually varying from day to day; but this kind of variation is 
'fluctuation' rather than depreciation." 

The following are the methods usually adopted for the writing ofif of 
depreciation : 

1. A fixed proportion of original value. ^ 

2. A fixed percentage of reduced balances. 

3. A sinking fund. 

The first two methods provide for the debiting of the same amount to 
profit and loss account in the course of any specified period. The fixed pro- 
portion method distributes the loss by equal installments over the period. 
The fixed percentage method throws the greater part of the loss on the first 
few years. In sinking fund method, which is accomplished by setting aside 
and specially investing a fixed proportion of the original value of the article 
or property to be depreciated possesses the apparent advantage of 
economy for the reason that the interest on the amount invested is deducted 
from the loss. In most businesses, however, the capital invested earns a far 
larger amount of interest than can be secured by the outside investment of 
a sinking fund, and for this reason this method of depreciation is very rarely 
adopted by business houses. It is, however, much used by municipalities 
for the extinguishment of bonds and interest on same. 

The appended table will illustrate the three methods of depreciation 
above referred to: 

To REDUCE $200 TO $100 IN lO YEARS. 

Fixed Proportion Fixed Percentage e:_i,i_„ r,™ j 
TIME of Original on Reduced T, e ^ ^JS 

Value Balances at 6 per cent. 

End of first year lo.oo i343 7.95 

End of second year . . . 10.00 12.40 7.95 

End of third year 10.00 11.67 7-95 

End of fourth year .... 10.00 10.89 7-9S 

End of fifth year 10.00 10.16 7.95 

End of sixth year 10.00 9.48 7.95 

End of seventh year . . 10.00 8.84 7.95 

End of eighth year .... 10.00 8.25 7.95 

End of ninth year 10.00 7.70 7.95 

End of tenth year 10.00 7.18 7.98 

100.00 100.00 79.53 

The sinking fund method is considered by many authorities to be the 
most scientifically correct and to be preferable in case of long leases, but the 
installment principle is more generally used. 
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Objection is sometimes raised to the writing off of depreciation for 
the reason that the cost of similar machinery has arisen. The machinery 
in use is actually more valuable than the amount at which it is entered on 
the books. Also that repairs having been thoughly made the machinery is 
as good as when first purchased. In regard to these and similar points, an 
authority in accounting matters says as follows : 

"Depreciation being an equalized charge in respect of the loss necessarily 
incurred by anyone running machinery, arising from the causes already 
named, it is essential that the question of depreciation should be considered 
as a working expense. The fluctuation in the capital value of machinery has 
no bearing whatever on this matter. Whether or not it should enter into the 
accounts at all is a question which must be considered upon an entirely sep- 
arate basis ; but, wherever machinery is being used for the purposes of manu- 
facture, it clearly comes under the heading of "fixed capital," in respect of 
which it is improper to take into the accounts credit for any fluctuation 
upwards, while similarly it is unnecessary to debit the Trading Accounts 
with any fluctuation downwards, seeing that, if a proper reserve is being 
made for depreciation, it will have the effect of writing off the whole of the 
cost during the period when the machinery is effective for the purposes for 
which it was purchased. 

Here, again, we have to remember that the object of providing depre- 
ciation at all is to average the charges against Profit and Loss Account. 
If the amount of machinery employed is so large that mere repairs and 
renewals would average themselves, tnere is no occasion for any depreciation 
to be specifically set aside, and it is precisely for this reason that the railway 
companies and gas companies are not required to provide depreciation on 
their fixed plant and rolling stock. In the case of an ordinary manufacturing 
company, however, it is unlikely in the extreme that the repairs and renewals 
will so average themselves, or that the machinery will ever be really equal 
to new ; moreover, it is clearly improper to adopt one system in one year and 
another system in another year, it being the essence of all due provisions for 
depreciation that the same plan be perma.nently adopted." 

An analysis of depreciation as applied to various kinds of properties is 
quoted hereunder from Dicksee's Auditing : i 

FrEEhoi,d Lands. — "These suffer no depreciation. Fencing, and 
other similar works, would, of course, depreciate, but the item would not 
usually be of sufficient importance to require consideration. If, however, it 
became a large item, it should be treated separately as Plant 

Freehoi<d Buildings. — "These depreciate to an extent varying 
greatly according to the quality of the workmanship and materials employed 
in their erection. The amount of the Ledger Account will frequently include 
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freehold land, which, as wfe have 'seeii, does' not depreciate ; the depreciation 
will therefore be confined to the building' itself. If the installment plan be 
adopted' from i^ to 3 (or even 5) per cent, of the original' amount may be 
deducted anniially; if the annuity method be used a fixed' sum debited to 
Revenue, which, after crediting' interest, will write the asset down to zero in 
from, say, 50 to 150 years; or, if the sinking-fund system be preferred, such 
a sum may be set aside as will accumulate to, the cost of the building in that 
time. In each case all repairs Will havfeto be borne by Revenue, in addition 
to the depreciation. ' ' 

Horses. — "Horses invariably depreciate, and — ^if heavily worked — 
very rapidly. The rate of depreciation will probably vary between 15 and 
25 per cent, on the starting balance of the account. Until experience has 
shown the actual rate of depreciation, it will be safer to arrive at the result 
by a re-valuation (which, with horses, can be more accurately done than 
with most things), and where only a small number of horses are employed 
(say 20 or less) the re-valuation should always be resorted to, if only as a 
check upon the rate of depreciation employed. 

Investments. — -"Thfese need not be depreciated unless of a wasting 
nature, such as shares in Single-Ship Coinpanies. 

Machinery. — "This depreciates by wear and tear, and by becoming 
obsolete. In addition to charging all repairs and (partial) renewals to 
Revenue, from 754 to 121^ per cent, should be written off annually from 
reducing balances. Boilers, which depreciate more rapidly, should be 
reduced from 10 to 15 per cent, per annum." Tools are most conveniently 
dealt with by means of a re-valuation. It is desirable that a sound practical 
opinion be obtained as to the precise rate to be adopted in any particular case, 
and a thorough re-valuation from time to time is very desirable. 

Mines. — "They undoubtedly depreciate in direct proportion to the 
amount of mineral extracted. Where depreciation is provided the correct 
method appears to be to write off annually such proportion of the total cost 
(less residual value of plant) as the year's output bears to the estimated con- 
tents of the mine, or — in the case of a lease — such proportion of the total 
cost as the year's output *bears to the estimated total output during the lease. 

Plant.— "Any plant other than machinery, generally runs compara- 
tively little risk of becoming obsolete, and a deduction of from 5 to 7^ per 
cent, will therefore usually suffice. Fiirniture and fittings should, however, 
be subjected to a somewhat higher r^te. In both cases an occasional re-valu- 
ation will be desirable. . ■ , 

Patents.— "They are virtually leases of a monopoly, and although it 
is possible that some valvle— in the nature of good will^may remain after 
fhe patent has run out, it seems desirable' that the cost of a patent shduld'be 
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written' off within the course of its'life. Renewal.fees seem to correspond 
to ground rents. ' Where a patent has not been purchased/ but remains the 
property of the original patentee, it is very undesirable that the item should 
be treated as an asset at all, except to the extent of its actual cost in fees, 
etc. : such a course would seem to be every bit as artificial as a similar treat- 
ment of good will, which sans dire is a latent asset in every paying concern. 
A similar mode of treatment will apply to Copyrights, except that their com- 
mercial, value .has usually expired long before the. copyright has run out. 

Ships. — '"These undeniably depreciate, although the rate at which they 
do so is so variable that no general rules-can be given that would prove of any 
practical utility, The- amount of depreciation is usually; certified by a com'- 
petent engineer; and therefore— so long as his report looks ^plausible — the 
Auditor is relieved of undue responsibihty. As already stated,'. it is almost 
unknown for a Single-Ship Company to. provide for depreciation, it being, 
presumably, considered unadvisable to allow a large depreciation fund to 
accumulate in the manager's hands: ■ So long as the Auditor's certificate 
makes it perfectly clear that no depreciation is. being laid aside^ and so long 
as the Courts see no illegality in such a course, there does not appear, to be . 
any valid objection, from an Auditor's point of view, that is not outweighed 
by the resultant advantages. 

REPAiRS.^"These will, in all casesj require to be charged against 
Profit and Loss; but with a view to equalizing profits, it is a very good plan 
to charge a fixed sum' to Profit and Loss, and to credit that sum' to a "Repairs 
(Fund) Account," against which account the actual repairs will be debited. 
Except in very special cases,-. however,' a debit balance on Repairs (Fund) 
Account should not be passed as an asset. If the amount expended upon 
repairs is below the average of previous years; it may be desirable to recon- 
sider the value of the property itself. 

Landlord's Fixtures.— "In the case of plant, machinery, and fittings 
erected upon leasehold property, it is important not to lose sight of the fact 
that, so far as these become landlord's fixtures, the minimum rate_ of depre- 
ciation permissible is one that will entirely write off the book-value by the 
time the lease expires." 

There is considerable difference of opinion in regard to depreciation of 
machinery.. If repairs are made so as to preserve machinery in first-class 
condition, so that the work performed is of the same quality as when 
machinery is new, it does not seem equitable -to charge off a percentage for 
depreciation, which in the ordinary course ofevfents, will extinquish the value 
of an asset on the. books of account; while the asset is actually in existence. 
Many engines at iron works are as valuable after fifty years' service as when 
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first purchased, yet if depreciation had been written off at a certain fixed 
ratio, so far as the books are concerned there would be no engine. 

Appraisers frequently assert that it is wrong to charge depreciation on 
machinery which is kept in a thoroughly efficient condition, and will prob- 
ably value such machinery in their appraisement at cost whether it has been 
written off the books or not. 

The principal argument in favor of a fixed rate of depreciation for this 
class of assets is the constant invention of improvements, so that in order to 
meet the competition, improved machinery has to be purchased and the old 
machinery discarded, although it may be in perfect working order. If no 
depreciation has been charged off the valiie of the old machinery the loss, 
when new machinery has to be substituted, falls entirely on the year in which 
the new machinery is purchased. 

One of the greatest dividend-paying cotton mills in America puts in 
an entire new set of machines every ten years. 

It is scarcely necessary in this work to emphasize the fact that it is 
absolutely wrong to charge repairs to the machinery asset account. If this 
is done the result is an inflated surplus and the consequent payment of 
dividends out of capital, or distribution of unearned profit. 

Depreciation is sometimes charged to Profit and Loss Account and 
credited to a Reserve Account, the Asset Account being left undisturbed. 
The sole object of this procedure is to equalize the charges in respect of 
depreciation against the Profit and Loss Account for different periods. 

One method of treating depreciation is to write off 3 per cent, per 
annum and add cost of repairs from time to time to the original value of the 
investment. 



The following is a copy of a very valuable paper on the subject of 
"Wear and Tear and Depreciation" read by Mr. Adam Murray, F. C. A., 
at a meeting of Accountants held in Liverpool, England : 

"In submitting a short paper on the above subject it is intended only 
to offer some general remarks ; to give a few cases in illustration, and to 
refer to others upon which a difference of opinion exists. 

"At the outset it will be convenient to make a distinction between Wear 
and Tear and Depreciation. Depreciation is a comprehensive term, includ- 
ing wear and tear; but the two are distinct elements and may be considered 
separately. 

"Wear and Tear may be defined as 'diminishing value arising from use,' 
as in the Income Tax Act, 1878, 41 Vict., Cap. 15, Sec. 12, under which 
a deduction was for the first time allowed in th^ assessment of profits under 
Schedule D, such allowance being in respect of 'diminished value by reason 
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of wear and tear.' Although described in the Act to be for 'wear and tear,' 
yet in the form of Income Tax Return No. iia, under Schedule D, the 
word 'depreciation' has been adopted; still the Income Tax Commissioners 
and Surveyors limit the allowance to wear and tear. 

"The word 'depreciation' is almost universally used in the deduction 
from property, plant and machinery accounts, and the corresponding charge 
made to Profit and Loss Account, but in the case of most ordinary trading 
concerns 'wear and tear' might properly be substituted for 'depreciation.' 

"Under the head of 'wear and tear' it is proposed to deal with the 
ordinary charge made in Trading Accounts for the use of buildings, machin- 
ery and plant. 

"It is equally an item in calculating the cost of production as is the pay- 
ment for labor and for material consumed. 

"In ascertaining the cost of materials and stores used, the stock is taken 
at the end of the period against the stock at the beginning, and purchases 
during the period, the difference being the consumption. 

"In the case of buildings and machinery a deduction is made, but the 
effect is the same as taking the property and plant, into stock at a reduced 
amount, or at an increased amount if the additions during the period have 
been in excess of the deductions for wear and tear. 

"Although the process differs, yet the result attained is the same, the 
cost of materials used being ascertained, the charge for the use of buildings 
and machinery being estimated without reference to change in value from 
other causes than use. It would not be a safe basis to take the value, as there 
is a fluctuation in the value of buildings and machinery irrespective of use. 

"In order that the cost of production should be approximately correct for 
the purpose of fixing the selling price, or for comparison with the market 
price, it is important that wear and tear should neither be over nor under- 
estimated. For instance, the cost of building a cotton mill and furnishing it 
with machinery may some years ago have been equal to 30s. per spindle. 
Such a mill may now be built fully equipped with machinery, having all the 
latest improvements, at about 20s. per spindle. 

"In the case of an old mill it would be misleading to charge more for 
wear and tear than would be sufficient in the case of a new mill, consequently 
an old mill, unless it had been written down in the books at a high rate for 
wear and tear, might stand at a sum relatively higher than that of a mill built 
In more recent years. 

"On the other hand, in the times of large profits (now passed away), it 
was not unusual to write off altogether the cost of the mill and machinery, 
or to reduce it to an amount m^uch below the value. In such case the element 
of wear and tear might be lost sight of, or underestimated, and thus, the 
spinner would be deceiving himself as to the cost of production. 
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"Ir. the pi'esent days of bare profits it is of the utmost importance that 
the cost should te fairly estimated, and the mill proprietor should look at the 
question of wear arid tear between himself as a landlord on one hand and as 
a tenant on the other. ' 

"It 'is not unusual in the cotton manufacturing districts for a manufac- 
turer to rent a weaving shed with looms and power at' an annual rent of so 
much per loom, and ah owner occupying his mill should in like -manner 
charge his business with a rent equdl to interest on the value of the buildings 
aifd machinery, together with a charge for wear and tear beyond the cost of 
repairs, renewals, and maintenance, the outlay in respect of which- should be 
debited to the Trade Account as part of the ordinary expenses. 

"Much confusion and uncertainty exists in the Property and Machinery 
Accounts of many manufacturing businesses, by reason of the way in which 
wear and tear and renewals- are treated.' It is not unusual to make a deduc- 
tion from the Property Accounts for wear and tear, and then to add to those 
accounts the outlay not only in the nature' of additions and extensions, but 
also for renewals ; the result not unfrequently being that the Property Account 
IS upheld at a sum far beyond its real working value, and as a consequence the 
profits are apparently more than the actual profits. A safer course, in my 
opinion, is to make a deduction from the Profit and Loss Account, as well as 
the entire cost of maintenance, thus increasing Property,. Machinery and 
Plant Accounts only by the actual additions thereto. 

"The accounts of railway companies and gas companies are kept on this 
principle, with this difference, that there is not any charge for wear and tear 
beyond maintenance, it not being required in the statutory form of accounts 
for those companies that there should be any such charge, and consequently in 
the Revenue Account actual maintenance is included only.' 

"In the case of railway companies Owning steamships there is a charge 
which is called 'depreciation,' but it would be more correctly described as 
'provision for renewal of steamships.' 

"Some municipal corporations owning gas works have exceeded their 
powers in charging the Profit and Loss Account with wear and tear where 
there is not any such requirement in the special acts conferring borrowing 
powers for gas works purposes, and the rate-payers are thus placed in a less 
advantageous position than that of shareholders of a gas company, in addition 
to which a sinking fund has also to be provided out of the gas profits of a 
municipal corporation. 

"In making a deduction for wear and tear it is the practice with the 
majority of companies to follow the course usual with private trading 
concerns. 

"Some, however, do not take wear and tear into account beyond the 
actual outlay. 
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■ "If it is objected that, the cost of maintenance and renewals over a 
number ot years may be unequal, this difficulty is met by estimating what 
amount annually is likely;to be required for such purposes, and by charging- 
the Profit and Loss Account with such amount, ■ carrying the same to the 
credit of a 'Renewals and Repairs Account,' debiting the outlay, from time 
to time to such account. 

"It- is not supposed to suggest what the rates for wear and tear should 
be in various businesses. These must be estimated by those conversant with. 
and able to- judge from practical knowledge of each particular business. It 
is sufficient to lay down -what is believed 'to be a sound general principle, 
i. e., to maintain existing works and plant out of revenue, and in addition 
to charge- Profit and Loss with a deduction from property, machinery and. 
plant in respect of wear and tear. 

"It is customary to make the deduction by a percentage rate from the 
cost as reduced from time to time, and not from the original cost. There 
is thus a larger amount for wear "and tear charged in the early years, but 
the practice is preferred, seeing that in the later years when the charge 
for wear and tear is less there will be an increased expenditure for repairs, 
and renewals as the unexpired term becomes shorter. 

"If the life of an article; subject to wear and tear, was a known quan- 
tity then the question of charge would be simplified. In such case interest 
would have to be added to the cost and balance cost, from year to year, 
writing off an annual sum to the Trading Account, by which cost and 
interest would be either extinguished altogether, or reduced to the value 
of old material at the end of the term. 

"Let us now look at depreciation as distinguished from wear and 
tear ; as the' converse of appreciation, and as a separate element. 

"Numerous and varied cases will suggest themselves. 

■ "In addition to ordinary wear and tear, manufactories and works are 
subject to depreciation arising from 

"(o) Improvements by which machinery may become of little more, 
value than that of old material. 

"(b) The less -profitable state of trade. 

"(c) The reduced cost of labor and materials. 

"Where a manufacturer occupies his own property (as is almost 
invariably the case) as a prudent man he ought to have a reserve taken out 
of the profits for these contingencies. 

"It is an excellent plan to have an inventory of principal machines, 
tools, etc., kept in such away as to show wear and tear deducted,, as well as 
the reduced cost, in detail. By this means if part of the machinery becomes- 
superseded and has to be realized, the loss is readily ascertained and can be 
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charged to Contingent Fund. This is not a merely theoretical system, but 
is in actual practice ; of course, in such a case the loss or difference having 
"been written off, any substitution would be chargeable to Plant Account, 
as in the case of an addition. Such an inventory would be of great use, 
as affording the means of making a comparison between the reduced cost 
.of machinery as in the books, and the then working value. 

"The proprietor of a mill or works built 20 years ago would find that 
as between himself as landlord and as a tenant he would now have to charge 
himself with rent only on the reduced value, and the difference between the 
present value and the cost would be a loss of capital and not a loss as a 
trader. 

"It may be considered refining too much to make this distinction, still 
it is a convenient rule to apply, and assists in arriving at the correct prin- 
-ciple in cases which frequently arise.. 

"Another case which properly comes under the description of depre- 
ciation is that of a leasehold property. If land is held under lease for 21 
years, to be surrendered at the end of the term with the property upon it, the 
amount paid to the lessor and the cost of buildings erected by a lessee with 
interest thereon can be dealt with without any doubt as to the correct prin- 
-ciple in such case, the term being fixed and not uncertain as in the case of 
^machinery. 

"Let us suppose that the land for the term of lease cost £i,oao 

"And buildings erected by the lessee 2,500 



£3,500 



"If the lessee occupies the property for the purpose of his business he 
has to charge his trading with an annual rent, which he will ascertain in the 
following manner, the value of money being taken at 5 per cent. We find 
from one of Inwood's tables that the amount of £1 with interest at 5 per 
•cent, for 21 years would be £2.786, therefore the amount for £3,500 would 
l)e £9,751. Then we see from another of the tables that £1 per annum at 5 
j)er cent, would in 21 years amount to £35.7193 ; then at $35.7193 : £9,751 : 
: £1 : £273, thus giving the annual rent or instalment as £273. 

"If the land had been leased at £50 per annum then the charge to the 
business would be the rent and the annual installment to write off the 
^2,500 (the cost of the buildings) and interest. In either case the annual 
•charge is equal to the rent between the proprietor as a landlord and as a ten- 
ant. A Ledger Account of the cost, interest and installments, with annual 
rests, would, of course, be closed by the last installment. 

"Another case which comes within the experience of many of us is that 
of a colliery; 
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"A field of coal is leased, say, for 30 years subject to royalty on coal 
as it is won. The lessee expends on 'Sunk Capital Account' £100,000, in 
opening up and sinking pits. The charge to the Profit and Loss Account, 
in addition to the royalty on the coal, will be the annual installment to be 
written ofif in the same way as in the previous case. 

"Taking money at 5 per cent, the f 100,000 would in 30 years amount 
to $432,190; £1 per annum at the same rate would amount to 66.4388 : then 
as 66.4388 : £432,190 : : £1 : £6,505.08, this being the annual charge to 
be made by the lessee in his Profit and Loss Account as the annual rent 
which would be charged to him had the outlay been made by the lessor, he 
being content to have his expenditure back in 30 annual instalments, includ- 
ing principal and interest. 

"The effect of wear and tear or depreciation taken out of the profits 
of a business is, of course, to increase the balance of floating assets over 
liabilities, or to reduce the excess of liabilities over floating assets, as it may 
not be unsuitable to refer to the proper application of money arising there- 
from. 

"In the. case of works mortgaged, or advances by bankers or others, it 
would, of course, be wise to reduce any such liability. If there were not 
any such claim to meet, then it would be well to take the money out of the 
business rather than expend it in additions or extensions. 

"A common error has been to use available funds of this kind for the 
purpose of building additional works or factories instead of itivesting the 
money to meet the cost of substitutions. When such time arrived there had 
been years of bad trade, and thus the means were not forthcoming, the 
consequences being embarrassment, if not ruin. 

"And now a few observations as to Accounts and Balance Sheets in 
relation to the subject under consideration. 

"As a means of affording information to those interested, it is desirable 
that wear and tear and depreciation should be shown as a deduction from 
time to time in the Balance Sheets of all trading concerns, in the same way 
that additions to property and plant are usually set forth. In exceptional 
cases the error is made of having a Depreciation Account as a fund on the 
debit side of a Balance Sheet, the usual practice, however, being to charge 
wear and tear and depreciations against profits and to reduce the Property 
or Machinery Accounts correspondingly. It is misleading and erroneous 
to look upon such an entry in the Balance Sheet as a fund represented by 
assets. The property and machinery being of less value ought to be written 
down. The amount of wear and tear or depreciation is, no, doubt, repre- 
sented by money if taken out of profits ; but it is only a change between fixed 
and floating assets, the latter being correspondingly increased. 

459 



"It is not usual to. charge -Profit .and , Loss Account in anticipation of 
wear an(i.tear or depreciation, ■ and . so .create an actualjfund; but if such, 
be the case it would be more intelligible if any transfer of the kind was ni,ade 
to the credit of such an account-as 'Renewals and Repairs Account.,' . , ■ 

"It has from time to time been suggested that there should not be any 
deduction made from iprofits for, depredation, but that it should be left to 
partners and proprietors to decide for themselves how much of the profits 
or dividends is in respect of interest, find how much princip^L 

"There appear to be several objections to such a mode of dealing'.with 

the accounts of trading concerns,-. .although in some cases it- is the practice. 

, "In the case of. property,, machinery, or plant, subject to- depreciation,- 

such as: .' ■ - . 

, , Manufa,cturing concerns, , ■ 

, . J Leasehold colliery,, . , 

Steamship .company, etc.,, 

the- Balance Sheet would be misleading, 'inasmuch as the capital of the com- 
pany would apparently be represented by property and assets, when, in fact, 
they had greatly depreciated/ and in some- cases would cease to be of any 
value whatever. • ■ ' ' . < 

"In a company, the shares of which'had not any Stock Exchange quo- 
tation, and where sellers, and buyers had to arrange prices betwfeen them* 
selves, - intending: purchasers would not have the means of satisfying them- 
selves as to the value of the shares. - , ■ '. ■ 

"It is' not suffkient to say i that existing' shareholders.- are aware that 
part of the share capital is being repaid while outsiders would be in ignor- 
ance thereof. Dividends in such cases (consisting of both principal and 
interest in uncertain amounts) would not be any .criterion of value. 

"Directors generally would not approve of , such an anojualous and 
objectionable mode of making up the accounts of their company. 

"Accountapts would hesitate, .or indeed refuse, to sign such a Balance 
Sheet, inasmuch as it did not 'represent the true position of the company.' 

"Having had experience of .wear and tear and depreciation in various' 
iorms, their influence. would be used to, secure adequate deductions in order, 
that Balance Sheets may be accurate^ so that objection, could not be taken- 
to therp. 

"It would be most unsatisfactory and dangerous if property and assets 
were npt-written down, rnoney arising from depreciation being applied in 
discharge -of liabilities,, or in reduction of share capital. 

..."It is:greatly to be feared that, in many cases where machinery (from 
the^speed at which it, is run) is subject to a high rate of wear and tear, suffi- 
cient allowance is .not- being made, and that, consequently, dividends include 
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some portion of the capital where the shareholders are under the belief that 
they consist of profits only. - ■ 

; "Such a theory as has been suggested' would, if' recognized, lead to 
much inconvenience in the case of trust estates where there were life interests. 
Trustees^ could- not be expected to take the responsibility of making a 
division of dividends between life-tenants and those entitled in remainder, 
'.and it would be most unsuitable to leave them in a position of having to 
decide how much should be considered income, and what portion a repay- 
ment of principal.^' -■ 

DETECTION OF ERRORS.-^The rules published by C. D; Burton 
for locating,; detecting and proving errors are very useful, and are therefore 
reproduced. 

In considering the best method of obtaining a correct trial balance, it 
should -be remembered that- prevention is better than cure, as the latter may 
be difficult and tedious notwithstanding the most ingenious rules and 
suggestions. - ■ - 

We will, -however, treat the matter first from the point of view of a 
euro, to be applied to what are now generally known as "old style books," 
and will take up prevention, later. The books are out of balance, and the 
problem is to locate the error. 

I. Look carefully through the trial balance to see if abalance has been 
omitted, or has been entered on the wrong side. 

,2. Do not look through your postings to see if you can find the 
amount of the error unposted, unless you think youare familiar with such 
an amount. The required difiference is generally made up of two or more 
errors. 

3. Divide the amount of the difiference by nine. If it is so divisible, 
it is probably a transposition or a slide; and in the latter case the posting 
to be looked for can be ascertained by the following process : Amount of 
error, $43.56 9=4.84 11=44. Look for $44.00 posted as 44 cents. 
This error is called a "double slide." 

4. If the difiference is $18.00, look for $42.00 posted as $24.00; 
$31.00 posted as $13.00; $35.00, posted as $53,00, etc. 

5. If the difference is $27.00, look for $47.00 posted as $74.00; $14.00 
posted as $41.00, $36.00 posted as $63.00, etc. 

6. If transpositions do not apply, look through the ledger for a 
balance omitted from the trial balance. 

7. Look for an account closed but not ruled off, so that last months* 
balance has been taken again this month. 

8. ! If the difiference is an even number, it may be a debit posted as a 
credity or a credit posted as 3. debit. 
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9- If the difference is i cent, or lo cents, or $i.oo, the error is almost 
certain to be in addition or subtraction in drawing off the balances. 

10. Check the^ footings of the trial balance, and the carrying of the 
totals to the recapitulation sheet. 

1 1. Scan the folio columns of all books of original entry to see if any 
posting has been omitted. 

12. See that you have not forgotten to include in the trial balance the 
balance of cash account. 

13. Look for some small account ruled off during the month to show 
a balance, but no balance brought down. 

14. Carefully check over your sundry accounts receivable, and notes 
receivable accounts, as these two accounts are prolific sources of error. 

15. If all these efforts to locate the difference are fruitless, check the 
additions of the ledger accounts, and the drawing off of the balances. 

16. Then proceed to check the postings as follows: On a sheet of 
paper take off from the ledger the credit postings of cash, using a separate 
column for each week. Foot the columns, ascertain the grand total, and 
compare it with the total called for by the cash book. 

17. If the totals do not agree, compare the totals by weeks in order 
to locate the difference. 

18. If the totals agree, draw off the debit cash postings in like manner. 

19. Also the journal debit postings and credit postings. 

20. If these all agree, draw off the postings to the ledger from the 
sales book, and compare total with total of sales book. 

21. It is supposed that the cash book and journal are self-proving so 
far as footings are concerned, but if the totals of postings from the sales 
book and the total of the sales book footings differ, the footings must be 
checked. 

22. If a purchase book, or any other auxiliary record is kept, treat it 
in the same manner. 

23. During the above checking process the error, or errors, must 
inevitably be located, and it is quicker and surer than checking individual 
postings, especially if the postings are "called off" to the book-keeper. 

24. Also the error may be located in the cash book, or whichever book 
may be checked first, which will obviate the labor of checking anything else. 

25. The above method of detecting errors is based on the supposition 
that the book-keeper keeps his ledger in good order, and distinguishes his 
postings from different books. If the book-keeper is a careless man, no 
rules are any good to him, and he must be left entirely to his own devices. 

26. In drawing off the above analysis of the ledger, check each amount 
with a different colored pencil for each book from which postings are made. 
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This greatly facilitates the detection of errors, and enables the book-keeper 
to keep exact track of what he is doing. 

27. The prevention of errors is more important to the book-keeper 
than their detection when made. The following rules will be found efficient; 
and satisfactory: 

28. Divide your ledger into alphabetical, or territorial, sections, as- 
may be most convenient. 

29. Have your cash book and cross-entry journal ruled with separate- 
columns for each section. 

30. Have your sales book ruled with separate columns for each ledger 
section. 

31. In taking off your trial balance put down debits for the month in- 
one column, credits for the month in another column, and the balances in a. 
third column. 

32. Foot all these columns and get separate totals for each section of 
the ledger. 

33. We will suppose that the ledger is divided as follows: City" 
(A-K), Country (L-Z), Creditors, General. 

34. Add together totals of cash debit column, city; journal credit 
column, city, and the result should equal total of city section of ledger 
credits. 

35. Add together sales book debits, city; journal debits, city; cash 
book credits, city (if any), and the result should equal total of city section, 
of ledger debts. 

36. The other sections of the ledger will be checked in like manner. 

37. Thus the ledger can be easily proved in detail. An error can be at: 
once located to the particular section in which it occurs, and quickly traced. 

38. When a book-keeper is unable to induce his employer to procure 
for him columnar cash-books, journals, and sales books, I would recom- 
mend him to employ the Slip System of Reverse Posting, as by this means 
he can attain' the same end. 

39. Let him prepare a sheet of paper ruled with columns as described- 
above and place it on his desk at the side of his ledger. 

40. When he posts a city sales debit to the ledger he will then also» 
post the amount in the column provided for the purpose on his sheet of paper.. 

41. The advantage of this method is that the work can be proved each. 
day without taking off the balances from the ledger. 

42. By this method, at the end of the month the book-keeper has only 
one day's work to prove instead of the work for the whole month. 

43. This trial balance can therefore be obtained before leaving the 
ofifice on the last day of the month. 
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■ 44- There are other well-known preventatives, such as check figures, 
«tc. These are constantly advertisedj and- their- advantages secured >at small 
■cost. 

•A FEW RUtES FOR WCATING ERRORS ON SPECIAIvlrY RULED ACCOUNT BOOKS, 

ETC. 

45. ■ On columnar cash books and journals look for aniounts" which 
should have been entered in special non-posting columns, but which have 
been entered in a ledger column and hot posted. 

46. On Safeguard ledgers look for balances which have been trans- 
ferred without a journal entry. 

47. Where ledgers are separated into sales, purchase, and general 
ledgers, look for sales which have been posted to accounts in the purchase or 
general ledgers. 

48. Where the Goldman check figure is used look for double slides as 
•described in Rule 3. 

49. Also look for transpositions like the following, $425 posted as 

•$524- 

50. Last, but not least. Remember that a little care in posting will 

^balance ten nights' work put in to find the error. 

DIRECTORS.— See "Corporations." ' 

DISCOUNT. — A per centum deduction from the principal for cash 
anticipations or other agreed terms. 

The common practice of discounting trade bilk for cash is now con- 
•veniently provided for in cash books by special discount columns, the gross 
amount of the bill being credited to the customer or charged to the creditor, 
•ind the amount of discount being entered in the special column provided 
next to the accounts receivable or accounts payable columns. Only one 
posting is made to the ledger account with customer or creditor, viz., the 
:gross amount. At the end of the month the total of the discount column is 
■charged or credited to cash, according to which kind of account is affected. 
The discount columns are carried as memoranda until the end of the month, 
being deducted from cash receipts and cash payments in balancing the cash<^ 

In some few cases the proprietor of a business insists on both net 
amount and discount being posted to the ledger account, but this involves 
just twice the amount of posting and is a great waste of time, and it is difficult 
to. find a case where the double work is actually necessary. 

The question is frequently raised as to whether when goods are sold 
•delivered but freight is not prepaid, the cash discount should be deducted 
from the gross amount of the bill or from the net amount after freight has 
"been. deducted. When goods are sold delivered the freight is generally 
■included in the price, i. e., the price of the goods delivered -is higher than 
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the price of similar goods sold f. o. b. point of shipment. The shippers, 
therefore, frequently claim that cash discount should not be deducted from 
gross amount of invoice, but from that amount less freight, and in the coal 
and lumber business, where freight is one of the principal components of 
the amount charged for the goods, business usage appears to have decided 
that freight shall be deducted prior to taking off cash discount, as the freight 
is paid to the railroads in full. On the other hand, however, the purchasers 
of goods claim that when buying f. o. b. at destination, the question of 
freight does not concern them, and that in fact, in paying the freight in order 
to clear the goods they are making an advance on account of the shippers, on 
which advance they are entitled to interest. 

It would seem that where freight is prepaid as an accommodation to 
the customer cash discount should not be deducted from the amount thereof, 
but wherever it is included in the price as an inducement to obtain the order, 
the customer would be acting perfectly within his rights in deducting cash 
discount, unless there was an agreement or understanding with the seller 
to the contrary. 

, There are many methods of keeping track of bills so as to secure the 
cash discount, such as special columns in the ledger or purchase journal, 
ticklers in which to keep the bills and other similar devices. A diary seems 
to be as good a plan as can be, adopted, the dating of the bill being entered 
under the proper date when received or when they are entered on purchase 
or voucher records. In this way no bill can be lost sight of, and no cash 
discount can be overlooked. 

When bills are discounted regularly, it is a common practice to make 
no entry on the books until payment, when net amount is credited to cash 
and charged to purchase account or to the department to which they belong. 
By so doing the discount is charged against gross profit, i. e., the purchases 
included in the trading account are diminished by the amount of the dis- 
counts. The question has, therefore, come up on various occasions as to 
whether cash discounts should not be charged to trading account instead 
of to profit and loss account, in all cases where the gross amount of the 
invoices is entered on books of account. Cash discount is generally looked 
upon as a revenue item, and for statistical purposes it is doubtless more 
convenient to express it separately on the profit and loss account, as in 
that statement it impresses the business man as it does not when incorporated 
in the trading account as a reduction of the purchase price of the goods 
bought. It is undoubtedly interest earned on money advanced, and as such 
should be exhibited in a special account for comparative purposes. 

TrSde Discount is the deduction from list prices allowed to jobbers. 
In some lines of business a number of such discounts are allowed cumu- 
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latively, some being preferences to particular customers. Thus, in the hard- 
ware trade one customer will receive a discount of 75^7/^^ ^^^ 5^ while 
another will be allowed 75^—7^-5^ and 2i/^^. These discounts are always 
consecutively computed on the remainder. 

Such discounts appear to be an unwieldy method of selling goods, but 
commercial usage governs the custom. 

Bank Discount applies to loans and discounted notes, and is simple 
interest deducted in advance from the amount to be loaned or advanced. 
Thus, a note of $ioo at six months from date would be discounted for $95 
if the rate of discount were 10^. The rate of discount charged by a bank 
depends upon the value of the security offered and is a matter of contract 
between the bank and the borrower. 

True Discount is the equivalent of interest on present value to date of 
maturity, present value being such an amount as with interest to date of 
maturity added will equal the principal. 

To ascertain True Discount it is necessary to find the present worth of 
the principal as per the following formula : 

What is the net worth on April ist, 1899, of a note of $500, dated Jan- 
uary ist, 1899, and payable July ist, 1899, 6^ per annum being allowed for 
anticipated payment? 

Calculate 6% on $1 for three months=$i.oiS. 

Divide amount of note by $1,015 (soo-oo) $492.61. 

Calculate 6% on $492.61 for 3 months=$739. 

Present worth of note April ist, 1899 $492 61 

True Discount 7 39 



$500 00 

DISCOUNT IN CONTRACTS.— (Com. Law).— Interest reserved 
from the amount loaned at the time of making a loan. An allowance some- 
times made for prompt payment. As a verb it is used to denote the act of 
giving money for a bill of exchange or promissory note, deducting the 
interest. 

In an ordinary commercial document, discount means rebate of interest 
and not "true" or mathematical discount. 

A discount by a bank means ex vi termini a deduction or drawback 
made upon its- advances or loans of money upon negotiable paper or other 
evidences of debt, payable at a future day,, which are transferred to the bank. 
It is the difference between the price and the amount of debt, the evidence 
of which is transferred. 

The taking of legal interest in advance is not usurious; but it is only 
allowed for the benefit of trade and where the bill or note discounted is 
meant for circulation and is for a short term. 
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There is a difference between buying a bill and discounting it. The 
former word is used when the seller does not indorse the bill and is not 
accountable for its payment. The true discount for a given sum, for a given 
time, is such a sum as will in that time amount to the interest of the sum to oe 
discounted. 

DISCOUNTED NOTES.— The proper treatment on books of account 
of notes discounted at the bank is very simple. Discounted notes are con- 
tingent liabilities to the bank, as the party discounting same will be held 
liable to the bank for the amount of the advance if the note? are not met at 
maturity by the payees. 

Where it is the custom to discount Bills Receivable a special column is 
frequently provided on the cash received side of the cash book, cash being 
thus debited and Bills Receivable Discounted credited. On the Balance 
Sheet, therefore, the total of Bills Receivable Discounted is either carried as 
a liability or deducted from the amount of the asset of Bills Receivable. 

DISHONOR. — (Com. Law). — A term applied to the non-fulfillment 
of commercial engagements. To dishonor a bill of exchange, or a promis- 
sory note, is to refuse or neglect to pay it at maturity. 

The holder is bound to give notice to the parties to such instruments of 
its dishonor ; and his laches will discharge the indorsers. 

DIVIDENDS. — The distribution of net profit in proportion to the 
amount of investment. 

Incorporated Companies usually distribute dividends annually, or 
semi-annually. 

A great deal has been written on this subject by accounting authorities 
from the standpoint of what it is necessary to take into account in defining^ 
the amount which is properly or legally devisible among stockholders. The 
consideration of this question involves ascertaining whether the proper 
depreciation has been deducted or allowed from capital assets; whether 
anticipated profits have been included in the Profit and Loss Account, and 
whether the assets have bepn valued in the balance sheet at their proper 
amounts. The liability of Directors in regard to the payment of a legal 
or unearned dividend is also a factor in the case. Briefly these factors in the 
payment of a legal dividend may be recapitulated as follows : 

Dividends on Preferred Stock. — "The preferred stockholders have 
a preference in regard to the payment of dividends and in some cases as to 
capital. The preference applies in some cases to the current year's profits 
only, whilst in other cases it is cumulative, and applies to all accumulated 
profits to the extent of the guaranteed dividend." 

Corporations can pay dividends in four different ways, viz., in cash, in. 
stock certificates, in scrip or in property. 
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In regard to scrip and property dividends we quote from C. C. Reckitt 
as follows: 

A scrip dividend is a dividend of certificates, giving the holder certain 
rights which are specified in the certificate itself. These dividends are usu- 
ally declared when the company has profits which are not in the shape of 
money, but the in other forms of property, and the company wishes to antici- 
pate the time when the property may be sold for cash, and the cash distributed 
by a money dividend. The certificate sometimes entitles the holder to a sum 
of money payable with interest at a certain time after date, or at the option 
of the company, or when the company shall have accumulated sufficient sur- 
plus to pay the certificates in full. Sometimes the certificates are made con- 
vertible at the option of the holder into bonds or stocks ; and sometimes the 
certificate entitles the holder to exchange the certificate for lands of the cor- 
poration to an amount equivalent in value to the face value of the certificate; 
the latter is a common method adopted by railroad companies holding large 
land grants, and the title to many western town sites has been acquired in 
this manner. In issuing sucli certificates the corporation often reserves the 
right to redeem them, either at a fixed time or at its option, either in money 
or bonds or stock. Sometimes the certificate so far partakes of the character 
of a certificate of stock that it entitles the holder to dividends upon such cer- 
tificate. Where the corporation, having a large surplus, issues such certifi- 
cates, they are not held to transfer the title to that surplus from the cor- 
poration to the holders of the certificates. In general, the issue of scrip 
dividends is entirely lawful, and they are upheld by the courts ; but when 
they are declared in fraud of the rights of third parties they may be set 
aside. A property dividend is rarely made, but in this country it would 
unquestionably be lawful, and is sometimes found convenient. A bond 
dividend may be legal." 

Dividends are frequently paid by certificates of stock where the author- 
ized capital of a corporation has been subscribed but not fully paid up. Such 
dividends are also paid where the corporate plant has increased in value, and 
it seems better to issue new stock to represent the excess of value than to 
declare a cash divided. Preferred stockholders are entitled to share equally 
with the common stockholders in the distribution of stock by a stock divided, 
such stock becoming preferred with the same rights and privileges as the 
preferred stock originally issued. 

The Directors may, in their discretion, legally reserve profits to be used 
as working capital for the extension and development of the business instead 
of paying dividends, nor can the stockholders interfere with the exercise of 
this discretion unless the action of the Directors is clearly unreasonable, in 
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which case the courts of law will probably make an order for the payment 
of dividends on application of stockholders. 

The courts can also be called upon to intervene in case of the Directors 
of a corporation proposing to pay dividends out of capital, i. e., out of other 
than net profits. The question as to what constitutes net profits does not 
particularly belong under this heading and is discussed fully elsewhere. It 
is closely connected with the consideration of depreciation and impairment 
of capital. For instance, if repairs to machinery have been charged to 
machinery account thereby increasing the value of machinery as an asset 
on the balance sheet and necessarily increasing the surplus of assets over 
liabilities, which surplus is distributed among the stockholders by way of 
dividend — that dividend has been paid out of capital to the extent of the 
amount of repairs which have been wrongfully scheduled as an asset. 

A court recently decided that the payment of dividends out of the 
annual profits of a company, no adequate provision having been made for 
numerous and increasing bad and doubtful debts, was in efifect a payment 
of dividend out of capital, and consequently illegal. The sum available for 
dividend is the surplus upon the revenue account. If there is such a surplus, 
it may or may not be injudicious, but it is not illegal for the Directors to 
declare a dividend even though there may be an impairment of capital. 
There is no law which compels a corporation to make up impairments of 
capital from net profits, although it would be the wisest policy to reserve a 
certain proportion of profits to make good such impairments. 

This, of course, involves the question as to what expenses are properly 
chargeable to capital and what to income. There are expenditures in connec- 
tion with a business which no one could honestly charge to capital, but with 
the exception of these, the matter is usually left to business men to decide, 
and their opinions frequently differ to a very large extent. 
? Subscribers for stock who have not paid for same -are not entitled to 
participate in dividends, nor have the Directors any right to include such 
stock in the distribution of a dividend, although this is sometimes done with 
a view to selling it at a premium. 

The method of recording dividends paid by small corporations is to 
charge "Profit and Loss" and credit "Dividend Account," giving particulars 
as to the resolution of Directors ordering dividends to be paid. As dividends 
are paid, cash is credited, and Dividend Account debited, giving particulars 
as to payee. 

In large corporations where the stockholders are numerous and fre- 
quent transfers are made, a dividend book is kept in which is recorded the 
names of stockholders, number of shares held, amount, percentage of divi- 
dend declared, amount of dividend, date paid, stockholders' signature. 

469 



One text book describes a plan, stated to be that adopted by corporations 
who have not the ready money with which to pay a divided, and therefore 
pay same in interest bearing bonds, a redemption fund being created for the 
ultimate redemption of the bonds. The stockholders are thus in possession of 
saleable bonds which can be disposed of without parting with any of their 
stock, while the profits of the company, after paying interest on the bonds, 
will be distributed as dividends on their stock. 

DIVIDEND. — (Com. Law). — A portion of the principal or profits 
divided among the several owners of a thing. The term is usually applied 
to the division of the profits arising out of the business and surplus funds 
of a corporation which has been actually set apart by a valid resolution of 
the board of directors, or by the shareholders at a corporate meeting, for 
distribution among the shareholders according to their respective interests, 
in such a sense as to become segregated from the property of the corporation, 
and to become the property of the shareholders distributively. 

In the commonest use of the term, dividends are a sum which a cor- 
poration sets apart from its profits to be divided among its members, 
which, for the purpose of declaring a dividend, consists of the excess of its 
cash and other property on hand over its liabilities. 

Where dividends are required to be declared out of the profits merely 
of a railroad company, the rule for ascertaining what the profits are, is to 
exclude from consideration all debts other than what are commonly under- 
stood by the term funded debts, but to treat as deductions debts incurred 
and due for engines, rails and the like, which should and would have been 
paid at the time if the funds had been in hand, and are necessary deductions 
from the property. 

Dividends cannot usually be paid out of the capital, but only from the 
profits. The former is a trust fund for the stockholders, which each of 
them is entitled to have preserved intact; but this principle does not apply 
when the capital from its nature is liable to waste and depreciation. And 
the term dividend is applied to the distribution among the creditors of the 
effects of an insolvent estate or of a bankrupt. 

It is within the implied scope of the authority of the directors of a 
corporation to declare dividends, and unless controlled by the action of 
the corporation itself they have authority, at their sole discretion, to declare 
dividends and to fix the time and place of payment within the limits of 
reason and good faith with the stockholders. And, generally, courts will 
not interfere in behalf of a common stockholder to compel the declaration 
of a dividend, except in case of fraud or abuse of discretion ; nor will equity 
restrain the declaration of a dividend where the propriety of declaring one 
is fairly within the discretion of the directors. 
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Dividends must be so declared as to give each stockholder his propor- 
tionate share of the profits, and if one person is excepted he may sue for 
his dividends, for the reason that such exception is void. 

A stockholder cannot recover the profits made by a corporation until 
a .dividend has been declared, but after a dividend has been declared and 
demand made therefor by a stockholder, he may sue in assumpsit for the 
amount due him, and stockholders have been allowed to folloMr the amount 
of his dividend into the hands of the receiver of the company. 

DISTRIBUTION ACCOUNT.— An account used by executors and 
administrators of estates to show the total expenditures and final distribution 
of amounts received by them in the realization of estates. 

DOCUMENTS. — (Com. Law).— The deeds, agreements, title-papers, 
letters, receipts and other written instruments used to prove a fact. 

When a document is lost, secondary evidence may be given of its 
contents, after laying a proper foundation therefor, by proving its former 
existence, and its due execution, and satisfactorily accounting for the failure 
to produce it. The burden of proving all of these facts rests upon the party 
who seeks to induce such secondary evidence. 

DONATION ACCOUNT.— An account representing a donation of 
stock for services rendered. Such accounts are carried as assets until it is 
found convenient to transfer them to profit and loss, such transfer being fre- 
quently spread over a term of years. 

DORMANT PARTNER.— A silent partner. One who takes no part 
in the management of a business, or one who is not known to the public as 
being a partner. 

DOUBLE AVERAGE.- See "Averaging Accounts." 

DOUBLE ACCOUNT BALANCE SHEET.— This system of pre- 
paring balance sheets is illustrated under the heading of "Balance Sheets." 
It is based on the principle that in the formation of corporations the capital 
is provided for a specific purpose, and a statement of capital expended is 
therefore required to be kept separate from other expenditures of the com- 
pany in order that it may be shown for the protection of the stockholders 
that the capital has been properly used for legitimate capital expenditures. 

DOUBLE ENTRY. — That system of keeping books of account which 
requires a credit iot every debit, and a debit for every credit, a perfect equil- 
ibrium or balance being thus maintained. The advantages of this system are 
that errors are thereby exposed and readily located and that the keeping of 
correct statistical records is greatly facilitated. Thus the surplus of assets 
over liabilities on the balance sheet will always under the double entry 
system be represented by a credit of like amount on the Profit and Loss 
Account. 



471 



As book-keeping by double entry consists entirely of debits and credits, 
the Business College axiom which reads "debit everything you give and 
credit everything you receive" fairly expresses the principle which governs 
the art, it being understood that the business also credits itself with every- 
thing given, and debits itself with everything received. The great principle 
of Double Entry is — that every debit must have a corresponding credit. In 
order to carry out the principle Double Entry in the old days revolved around 
a journal. In this journal every business transaction was recorded with 
its corresponding debit or credit. 

If the transaction was a sale, it was first recorded in a sales book, and 
afterwards transferred to a journal with its corresponding credit to Mer- 
chandise Account. If the transaction was a cash receipt, it was first recorded 
in a cash book, and then transferred to a journal with its corresponding 
cash debit. 

Double Entry, like other sciences, has been subject to evolution, so that, 
while still maintaining the principle, the corresponding, or balancing, entries 
are now made in total instead of in detail, thereby achieving the same results 
with an immense saving of clerical labor. Thus, the balancing entries of 
sales, purchases, various kinds of expenses, etc., are now made by journaliz- 
ing the totals at the end of the month, or posting such totals direct from books 
of original entry, and books of account are so arranged as to readily furnish 
these totals. 

Take Bills Receivable Account as an example. Instead of charging 
each bill received as it is credited to the customer, the amounts of the bills are 
charged to Bills Receivable Account from the total of the Bills Receivable 
Register, or a special column is provided in the journal in which the amounts 
of such bills are entered, the total of the column at the end of each month 
being posted to the debit of Bills Receivable Account. 

DOUBTFUL ACCOUNTS.— It is usual in this country to carry a 
Suspense Account, to which is transferred all doubtful and bad accounts. 
At the end of the year a certain proportion of these doubtful and bad accounts 
which are considered irrecoverable are charged ofif to Profit and Loss. Those 
remaining in Suspense Account are only taken as assets to the extent of 
perhaps 50^ of their face value. This does not in any way aiifect the question 
of a reserve for possible future losses in regard to accounts which have not 
been transferred to a suspense account. 

DRAFT. — (Com. Law). — An order for the payment of money, drawn 
by one person upon another. It is frequently used in corporations where one 
agent draws on another; in such case it may be treated either as an 
accepted bill or a pi^omissory note. They are frequently used for mere 
corivenience in keeping accounts and providing concurrent vouchers, and it 
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Is not necessary to present such a draft to the drawee or to give notice o£ 
the non-payn,ent before suing the corporation. 

While a draft by directors of an insurance company on its cashier was. 
Aeld to contain all that is essential to constitute a promissory note, yet drafts, 
v/hich are frequently used between municipal officers, are said not usually 
to be negotiable instruments. But it has been held that municipal war- 
rants or orders for the payment of debts, if authorized and drawn ia 
negotiable language, may be sued on by the transferee. They must, how- 
ever, be, presented for payment before suit. 

DRAWBACK. — (Com. Law). — An allowance made by the govern- 
ment to merchants on the re-exportation of certain imported goods liable 
to duties, which in some cases consists of the whole, in others a part, of the 
duties which had been paid upon the importation. 

DRAWEE. — (Com. Law). — A person to whom a bill of exchange 
is addressed, and who is requested to pay the amount of money thereia 
mentioned. 

DRAYAGE. — In a case arising under a statute providing that certain 
toll should be charged on coal landed on wharves and thence shipped or 
"warehoused without drayage," it appeared that the coal, after being takenT 
out of the vessel and put on the wharf, was taken away on tram cars, ot 
which the railway was supported by pillars resting on the wharf, and by 
this process was put in the warehouse without any actual hauling on drays, 
the court held that this amounted to drayage, and said, "The difiference be- 
tween the two rates was evidently intended to cover the wear and tear of 
wharves by the passing of loaded means of conveyance. It makes no diiiference,. 
so far as the question before us is concerned, whether the conveyance was by 
wagons, drays, or cars; or whether on a tramway resting on pillars ten 
feet high, on timbers six inches above the wharf, or on rails resting imme- 
diately on the wharf." 

DRUG BUSINESS. — A large drug store is usually divided into four 
departments, viz: 

1. Proprietary medicines, toilet articles, etc. 

2. Prescriptions. 
3r. Soda fountain. 
4. Cigars. 

In order to show how statistics may be obtained with the least 
possible expenditure of time and trouble, we will describe the methods used 
in a large drug business recently established. It is an incorporated company 
capitalized at $30,000, in 300 shares of $100 each, of which A, the President,, 
holds 200 and B, the Secretary and Treasurer, holds 100. There is both a. 
cash and a credit business, the credit sales being comparatively few in num- 
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"ber. The accounting details to be considered, therefore, consist of purchases 

-and expenses on the one hand, and cash sales and credit sales on the other. 

A small purchase record is used, ruled for name of creditor, date of 

invoice, total of invoices, and four columns for distribution to the four 

"departments. As invoices are received, they are entered in this book and 



' 


Da-te- of 


n 

Nam=.& Folio 


To-teil ' 


Dep.l 


Dep.2 


Dep.3 j Dep. A 




— 1 


J 
















~ 













the bills are then filed away under their due dates for cash discounts, no 
accounts with creditors being carried in the ledger. At the end of the month, 

• this purchase record is footed and the total of the total column is credited 
to an account called Accounts Payable Account. The total of each depart- 
ment column is charged to an account carried in the ledger with that depart- 

iment. 

We have now provided for showing in the books the total purchases 

•"during the month and the total belonging to each department. The cash 
paid side of the cash book is provided with a column headed "Accounts 
■Payable." When the bills are paid, they are entered in this Accounts Pay- 
ees/-/ /=>E.C£/V£.D 



Date 


Nsime.» 


r&li'o 


AccOL 


0-te 


Gert 


1. 


Caah •Sales, 




"1 


Recvble 


Ledcbeio 


De^t.l 


D«>pt2||Dcpl3|Dep.4 












1 


/■■^ 

































CA3Hi=IAIO 




















Da-te 


N.a>nce> 


folio 


1 Acerfe. 


Oen'l. 
Led^eP 


E;x.per>Acs> 




Depti 


Dep.S 


De 


P.3 


D<=p.4 







































.able column, no postings being made until the end of the month, when the 
total of that column is debited to Accounts Payable account in the ledger. 
The balance of this Accounts Payable account will, therefore, show at all 

^times the amount of unpaid bills on hand. 
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With regard to expenses, the cash paid side of the cash book is pro- 
vided with a column for each department so that whenever possible the 
expenditures of each department are charged against that department. 
General expenses, however, which cannot be charged to any particular 
department, should be pro rated on the basis of the turnover. 

With regard to the sales, duplicate tickets should be used, one color for 
cash sales and another for credit sales, so that the two kinds of tickets can 
be readily distinguished. The corporation in question used a cash register 
in each department. It was one of these new devices which, in addition 
to ringing up the exact amount of the bill, will record whether cash or credit, 
and identify the salesman who made the sale. The cash is, of course, handed 
to the cashier with the ticket. There are separate columns in the cash book 
on the cash received side for receipts from customers on credit sales and cash 
sales for each department. At the close of each day, the cashier foots up 
the amounts of the cash bills and enters the total in the cash sales columns, 
and the correctness of these totals is checked by the cash registers of the dif- 
ferent departments. It is also checked again by the balance of cash. 

Another method of handling cash sales, where cash registers are not 
used, is to make each salesman keep his own cash sales account, giving them 
different books each alternate day, thus the book used yesterday will be taken 
up by the cashier and the total of the sales compared with the total of the 
receipts in the cash book. In this case carriers are usually employed from the 
different departments to the cashier's office. 

With regard to credit sales, a regular account is kept with each 
customer on the Loose Leaf Ledger plan, which permits of the transfer 
of paid accounts to a separate binder, leaving only the live accounts to deal 
with which is a considerable advantage. These accounts are kept in alpha- 
betical order on the self-indexing style, so that no index is required. They 
are posted direct from the salesman's credit ticket without the intervention 
of any other record. The cash register or the salesman's own record give the 
totals of the credit sales each day, and the grand total is charged daily to 
an account in the ledger called "Accounts Receivable Account", and credited 
in their respective proportions to the department accounts. Accounts 
Receivable account is also credited at the end of the month with the total 
of the column provided in the cash book for* receipts from customers. This 
account thus shows the total outstandings due from customers. 

The Accounts Receivable account, the accounts payable account, the 
department accounts, capital account and any other representative accounts, 
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should be kept separate from the customers' accounts, because the trial 
balance is taken entirely from the former as per the following example. 

Dr. Cr. 

Cash and Bank $11,56200 Capital Stock $30,00000 

Accounts Receivable 5,29550 Accounts Payable 1,49500 

Furniture and Fixtures 2,175 00 Interest and Discount 56 73 

Patent Rights 10,000 00 Dept. 2 298 25 

Dept. I 156 04 

Dept. 3 559 68 

Dept. 4 852 98 

General Expense 1,248 80 



$31,850 00 $31,850 00 

When inventory is taken, the earnings of each department can be ascer- 
tained by crediting each department account with the departmental inven- 
tory. The department accounts will then show as follows : 

DEPARTMENT No 

Dr. Cr. 

Inv. Jan. ist .$ 555 60 Cash Sales $1,859 So 

Purchases 1,680 44 Credit Sales 974 85 

Expenses 86442 Inv. June ist 78050 

Balance — Gross Profits. . . . i 514 59 



$3,614 85 $3,614 8S 

We have referred to the "turnover" on which general expense should be 
pro-rated, and now proceed to illustrate same : 

Inventory, Jan-, ist $ 555 60 

Purchases ' ; 1,68024 

Expenses 864 42 



$3,100 26 
Less Inv. June ist 780 50 



Turnover $2,319 76 Sold for $2,834 35 

The percentage of general or administrative expense, therefore, would 
be calculated on the total turnover of the four departments, after which the 
amounts to be charged against each department could be calculated in the 
usual way, the balance of the department accounts then showing net profit. 

Another method of taking care of customers' accounts, if they are not 
very numerous, is as follows: Obtain from a manufacturing stationer a 
sufficient number of boxes made to accommodate your bills. Place the 
duplicate bills in these boxes (which should be marked outside with the name 
of the customer and kept in alphabetical order) and place above them a form 
of statement, which should also be in duplicate, with carbon sheet between. 
On this statement enter date 'and amount of each bill as deposited in the 
boxes. At the end of the month, go through the boxes, foot the statements, 
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leave the duplicates in the boxes, and mail the originals to the customers with 
request for payment. Cash payments should be entered on these statements 
from the cash book, and when bills are naid, the papers relating to the 
accounts should be taken out of the boxes so that they can be used for other 
customers. 

DRY MEASURE. — The unit of dry measure is the bushel, which con- 
tains 2150.42 (practically 2150.4) cubic inches. 

2 Pints (pt.)=i quart; qt. 
8 quarts=i peck; pk. 
4 pecks=i bushel; bu. 
8 bushels (480 lbs.)=i quarter; qr. 
36 bushels^i chaldron; ph. 

DUE. — (Com. Law). — What ought to be paid; what may be 
demanded. It differs from owing in this, that sometimes what is owing is 
not duel A note payable a certain time after date is owing immediately 
after it is delivered to the payee, but it is npt due until such certain time 
has elapsed. 

At times the word "due' signifies a simple indebtedness without refer- 
ence to the time of payment, while at others it shows that the day of payment 
has passed. 

DUE BILL. — ^A written or printed acknowledgment of indebtedness. 

An informal promise to pay, sometimes called an "I. O. U." 

DUE-BILL. — (Com. Law). — Aii acknowledgment of debt in writing. 
It is unlike a promissory notfe in many respects; it is not payable to order, 
nor is it assignable by mere endorsement, and the maker of it is not estopped 
by it as to anyone who may purchase the supposed debt, but in an action 
on it he may show, under a plea of want of consideration, that the indebted- 
ness for which it had been given had been paid before the bill was made. 

DUE DATES RECORD.— A_record sometimes kept of maturity of 
Accounts Payable in order to secure cash discounts. Such a record will include 
the name of the creditor, date of bill, amount, terms, due date. 

Such a record is also frequently kept by placing the bills in an office 
tickler according to the terms and discounts allowed. 

DUPLICATE.— A copy. A carbon copy. (See Order Blanks.) 

Duplicates are made to save the labor of rewriting or reproducing. In 
most retail stores all bills are made in duplicate or triplicate, one copy being 
given to the customer, and the others going to the book-keeping and shipping 
departments. 

DUPLICATE.— (Com. Law).— The double of anything. A docu- 
ment which is essentially the same as some other instrument. 

A duplicate instrument has but one effect. Each duplicate. is complete 
evidence of the intention of the parties. When a duplicate is destroyed, 
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as in the case of a will, it is presumed that both are intended to be destroyed , 
but this presumption presents greater or less force, owing to circumstances. 
When only one of the duplicates is in the possession of the testator, the 
destruction of that is a strong presumption of an intent to revoke both, 
but if he possessed both, and destroys but one, it is weaker; when he alters 
one and afterwards destroys it, retaining the other entire, it has been held 
that the intention was to revoke both ; but that seems to be doubted. 

EARNEST. — (Com. Law). — The payment of a sum of money or the 
delivery of a thing or token upon the making of a contract for the sale of 
goods, to bind the bargain, the delivery and acceptance of which makes 
the final and conclusive assent of both parties to the contract. It has also 
been defined to be the payment of a part of the price of goods sold, or the 
delivery of a part of such goods for the purpose of binding the contract. 

To constitue earnest to bind the bargain, something must be paid or 
given. Money left in the hands of a third person as a forfeiture is not 
sufficient, much less the deposit of a check. 

In part payment something of value must pass from the buyer to the 
seller. A mere agreement that the price shall go in settlement of an existing 
account is not sufficient without more; nor is an agreement to sell one 
article and take another in part payment; there must be a delivery of some- 
thing of value. 

With respect to the time when part payment must be made, it is in 
some States required to be made at the time of making the contract. It 
was so held in New York; the same day has been held to be sufficient, 
and so was a payment asked for and made on the day following, the con- 
tract being held to be then made for the first time. 

EARNINGS. — (Com. Law). — This word has been held to include a 
larger class of credits than would be included in the term wages. It also 
means the gains of the debtor derived from his services or labor without 
the aid of capital. 

Net Earnings, generally speaking, are the excess of the gross earnings 
over the expenditures defrayed in producing them, aside from and exclusive 
of, the expenditures of capital laid out in constructing and equipping the 
works themselves. 

EARNINGS.— See Profits. 

ECONOMY (OF LABOR).— An accountant was once called in to 
examine the workings of the office of a large establishment where the sales 
and purchases, sales and purchase returns and allowances, manufacturing 
expenses, etc., were very voluminous. The accountant made equally 
voluminous memoranda and went into great detail into everything which 
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was done, how it was done, and what information was required to obtain-' 
an intelHgent and comprehensive report of the progress of the business.. 
Where a certain result was required that was not satisfactorily obtained, 
the accountant devised systems and methods whereby that result would be- 
exactly what was required. He introduced new forms and books and 
covered every inch of ground in a most thorough manner. At the con-- 
elusion of his work he submitted his report, which embraced all the improve- 
ments and changes recommended, and how those improvements and' changes- 
were to be effected. The directors of the corporation studied this report 
very carefully and made extensive data therefrom in their own way, finding- 
that if the accountant's recommendations were carried out it would necessi- 
tate the increase of their present office force by seven persons, at a yearly 
cost of not less than $5,000 per annum. When they tried to figui;e out 
what this extra expenditure would effect in the way of preventing waste- 
and cutting down unnecessary expenditures, checking possible leaks, etc.,.. 
they could only see a possible advantage of perhaps $2,000 a year, therefore 
they paid the accountant's bill, and everything was conducted the same as- 
before without change, except in one or two minor respects. 

The result to be learned is that in devising forms and systems, and. 
improved methods, it should be borne in mind that, while two men may 
probably keep a record more satisfactorily than one, every means should be - 
used to enable the one man to keep the record more satisfactorily without 
doubling the expense by employing two men on the work. The economy of ' 
labor and reduction of expense should be studied by the accountant rather - 
than profusion of labor and extra expense. The general who can so 
manoeuvre a small army as to neutralize the larger battalions of his opponent: 
is the military genius; the general who relies on numbers to overwhelm 
his opponent has not the proper- perception of his duties to ever make a - 
great commander. 

The transfer of entries from one book to another easily ranks as the- 
cause of the greatest waste of time in accounting methods. Wherever such 
transfers are made, it can almost always be found that the labor involved, 
can be avoided by perfecting the method of entry in the original books. 
Direct posting is a requisite in every up-to-date accounting system, and. 
the use of rough or "blotter" cash books is particularly to be denounced, 
because it affords an opportunity to change the items in the transfer, and. 
because if an auditor is employed it increases his work by compelling him 
to check the transfer, and thus increases the expense of the audit. 

Quite a number of systems recently recommended for keeping track 
of due dates of invoices and accounts receivable, goods ordered and received, 
and costs of manufacture, are absolutely unnecessary. They necessitate the-: 
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keeping of separate records in which, for instance, the name of the concern 
-from whom ordered, the amount of bill, the terms, and date of anticipation, 
are entered, although these particulars are already recorded elsewhere. 
Some systems of cost record call for the particulars of cost of manufacture 
of each article. Where thousands of articles are sold, it cannot be impor- 
tant to note the trifling variations of cost of one article compared with 
another. In almost every manufacturing business, the average cost of an 
article can be ascertained by demonstrating the cost per hundred, or per 
thousand, after which it is an easy matter to ascertain that the cost of pro- 
duction is kept down to the average or to find a reason why tfte average is 
increased. 

Duplicate records of any kind should be unnecessary, and can undoubt- 
edly be eliminated from any accounting system if proper attention and con- 
sideration be devoted to the subject. There are, of course, many cases 
where the proprietors or managers of a business are so narrow and con- 
servative as to insist on the use of daybooks and other unnecessary records 
because they have always hitherto been accustomed to their use and have 
not sufficient intelligence to appreciate and accept progressive innovations. 
We can quote as an example an educational association with a membership 
of 500. Each member paid the same amount of dues and all dues were 
payable quarterly on the first of January, first of April, first of Jtaly, and 
iirst of October. A book was devised for this association on the tabular 
system, divided into columns for each of the four quarters, showing debits, 
credits and balances unpaid, or dues in arrear. By this system the debits 
were entered direct on the ledger at the commencement of each quarter 
without the intermediary of any other book. The credits were posted 
■direct from the remittance letters. After posting, the remittance letters 
were placed together with a rubber band around them, and a memorandum 
placed on the top containing date and total amount of receipts for the day. 
This total was entered in the cash book in a special column provided for the 
purpose. At the end of the; quarter, the credits were checked by comparing 
the total of the receipt columns in the cash book with the total of the credit 
columns in the ledger. After careful consideration and weighty discussion/ 
of the proposed method, the president and secretary of the association 
decided to continue their old system, by which members' dues were first 
entered in a journal each quarter, and posted from thence to an old-style 
ledger. Remittances were entered in detail on the cash book and posted 
from thence to the ledger. A separate account was kept with each member 
in the good old-fashioned style on the ledger, and a lady book-keeper spent 
most of her time in doing the work. 
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This is only one instance of many to which we could refer, but it will 
probably suffice for our purpose, which is to show that while economy in 
accounting methods is a much desired and important factor, it is frequently 
ignored by those whose interests it most frequently serves, it being appar- 
ently impossible to satisfy some minds without a multiplicity of expensive 
detail. ' 

EDUCATIONAL ASSOCIATION ACCOUNTING.— Under the 
head of Economy, a labor-saving system of accounting for such an associa- 
tion has been outlined. 

ELECTRIC LIGHT COMPANY ACCOUNTING.— In considering 
the special requirements of a company manufacturing electricity or gas or 
any other produce, the peculiarities incident to the manufacture and con- 
sumption of the commodity must govern the form of the records to be used. 
The purchase or cost of manufacture of generators, dynamos, switch-board 
or electric apparatus must be carefully recorded, as also the cost of installa- 
tion and work of linemen and mechanics making repafrs. The construction 
of buildings, the dealing with real estate and similar investments of capital 
are, of course, no different with such a company from similar conditions in 
connection with any other class of corporations. The great point as in 
any other manufacturing business is to differentiate production from the 
finished product or' what is offered for sale, and to so distribute it that it 
may be always possible to know cost, gross receipts and net profit of each 
department of the business. 

Electricity supplied for manufacturing establishments for ordinary 
commercial purposes for domestic consumption should be carefully distin- 
guished, as also that used in furnishing motive power to vehicles, when 
electric railroads form a part of the business carried on by the company. 
This latter industry opens up new distributions in the way of keeping track 
of passenger receipts and pay rolls of motormen, conductors, etc. 

In the United Kingdom all corporations of this kind are, to a certain 
extent, under the supervision of the Government, and must keep their 
accounts and render their statements in certain statutory forms which are 
prescribed by the British Board of Trade according to various Acts of 
Parliament. These forms and statements are the product of the thought of 
the best accountants of the age, and are therefore entitled to careful con- 
sideration, although different curcumstances and different modes of expres- 
sion may, to a certain extent, modify the forms which may be used to the 
best advantage there and here, but it cannot fail to be of use to those account- 
ants who have to superintend the accounting departments of such companies 
to have a full description of the forms and methods prescribed in the United 
Kingdom, and many valuable ideas can probably be derived therefrom. 
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One of the advantages of the English system is the restrictions placed 
on the watering of capital. When a return has to be made to the Board of 
Trade showing nominal value of share capital, how much paid up per share, 
etc., and how much issued which is not paid, and this return is public 
property, the public must know pretty well the nature of the investment, and 
cannot very well be deluded into purchasing stock at an inflated value from 
unscrupulous speculators. 

We therefore append the following statutory^ forms prescribed by the 
English Board of Trade for electric lighting companies : 



Net 



Statement of Share Capital Appropriated for the Purposes of the Uudertaking 

Authorized by the Above-mentioned Order (Licence). 

On the Slst December 18 . 



Description of 
Capital 



Authorized 
by 



Number Nominal 

of Shares Amount of 

Issued Share 



Call-up 
per share 



Total 
Paid-up- 



Issued not 
Paid-up 



Remaining 
un-issued 



Total 

Amount 

Authonzed 



No. 2. 



Statement of Loan Capital Appropriated for the Purposes of the Undertaking 

Authorized by the Above-Mentioned Order (Licence). 

On the Slst December 18 . 



Description 
of Loen 


Amounts Borrowed 


Remaining 

B.orrowing 

Powers 


Total Amount 

of Borrowing 

Powers 




At 
per cent. 


At 
per cent. 


At 
per cent. 


Total 





















Total Share Capital paid-up. see No, 1. • • 
" Loan " borrowed, see No. 2. - 

Total Capital received 



£ 



Our next statement shows capital receipts and authorized capital 
expenditures. We say "authorized expenditures" because the Board of 
Trade carefully scrutinizes all the items in this account and will not pass 
anything set down as a capital expenditure which is not entitled to that 
nomenclature. 
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Dr. 



CAPITAL, ACCOUNT. 



No. III. 



For the Year Ending 31st December, 18. 



To expenditure to 31st December, 18 

Expenditure since last date: 

1. To Lands, including law charges incidental to 

acquisition 

2. " Buildings 

3. " Machinery 

4. " Accumulators at Generating and Dis- 

tributing Stations 

5. " Mains, including cost of laying the mains. . 

6. " Transformers, Motors, etc 

7. " Meters, and Fees for Certifying under the 

Act 

8. " Electrical Instruments, etc 

9. " General Stores (cable, mains, lamps) 

10. " Purchase of Patents or Pateht Rights.... 

11. " Cost of License, Provisional Order, etc. . . . 

12. " Special Items 



Total Expenditure. 
To Balance of Capital Account 



Expenditures 

up to 

Dec. 18. 



Expended 
durlne the 



£ s d 



Total Ex- 
penditure to- 
8l5t Dec. 18- 



di 



CAPITAL ACCOUNT. 
No. III. For the year ending 31st December, 18. . 

Receipts up 

to Dec. 81st 

18- 

£ s d 

By Ordinary Shares of £....; 

do do of £ 

" Preference do of £ 

" Debenture Stock 

" Mortgages and Bonds 

" Amounts received in anticipation of calls 

" Sale of Patents or Patent Rights, etc 

" Other Receipts to be specified 



Cr. 



Rec'd 

during the 

year 



Total receipt- 
to 
Dec. 81st 18- 



Next comes the Revenue Account, which includes all repairs and 
replacements, and exhibits revenue derived from the different sources. This 
statement is, of course, compiled from separate books of record, which show 
the charges to users for all kinds of electric light, incandescents. of all sizes, 
motors, and arc lamps, the cost of production and installation being likewise 
obtained from records specially devised for the purpose. 
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Dr. REVENUE ACCOUNT. 

No. IV for the year ending 31st December, 18 

A — To Generation of Electricity. 

1. To coals, or other fuel, including dues, carriage, unloading, 

storing, and all expenses of placing the same on the 
works 

2. To oil, waste, water, and engine room, stores , 

3. To proportion of salaries of engineers, superintendents, 

and officers, as certified by the Managing Director, 
Chairman, or Engineer 

4. To wages and gratuities at generating stations 

5. To repairs and maintenance, as follows: 

£ s d 

1. Buildings 

2. Engines, boilers 

3. Dynamos, exciters, transformers, motors, 

etc 

4. Other machinery, instruments and tools 

5. Accumulators and accessories 



Less received for old material. 



6. To special items : 

Carried forward 

Brought over 

B. — To Distribution of Electricity. 

1. To proportion of salaries of superintendents and officers, 

as certified by Managing Director, Chairman or 
Engineer 

2. To wages and gratuities to linesmen, fitters, laborers 

3. To repairs, maintenance and renewals of mains of all 

classes, including materials and laying the same 

Less amounts refunded 

4. To repairs, maintenance, and renewals of transformers, 

meters, switches, fuses and other apparatus on con- 
sumers' premises 

5. To repairs, maintenance and renewals of apparatus at dis- 

tributing stations 

C— To Public Lamps. 

1. To attending and repairs 

2. To renewals of lamps 

D. — To Royalties, etc. 
To Royalties, etc., payable for use of patents or patent processes 
E. — To Rents, Rates, and Taxes. 

1. To Rents payable 

2. To Rates and Taxes 

F. — To Management Expenses. 

1. To Directors' remuneration 

2. To Salaries of Managing Engineers, Secretary, Accountants, 

Clerks, Messengers, as certified by Managing Director, 
Chairman or Engineer ; 

3. To Salaries or commissions of Collectors 
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£ s d £ s d 






4. To Stationery and Printing 

S- To General establishment charges 

6. To Auditors of Company 

7. To Auditor appointed under the provisions of the order 

Carried forward 

G. — To Law and Parliamentary Charges. 
To Law Expenses 

H. — To Depreciation. 

1. To Depreciation in respect of Leasehold Works 

2. To Depreciation in respect of Buildings 

3. To Depreciation in respect of Plant, Machinery, etc 

I. — To Special Charges. 

1. To Insurances, Superannuation, etc ;.; 

2. To Expenses. for Certification of Meters 

Total Expenditure 

Balance carried to Net Revenue 



REVENUE ACCOUNT. Cr. 

No. IV. for the year ending 31st December, 18 

1. By sale of current per meter at per B. T. U 

2. By sale under contracts 

3. By public lighting 



4. By rental of meters and other apparatus on consumers' 

premises 

5. By sale and repairs of lamps, arc or incandescent 

By sale and repairs of other apparatus 

6. By royalties, licenses, etc 

7. By rents receivable 

8. By transfer fees ; 

9. By other items (to be specified) 



The next statement shows the balance from account No. IV. brought 
down, against which is charged interest and dividend on preference stock, 
showing the balance available for payment of dividends on common stock. 

Dr. NET REVENUE ACCOUNT, 

No. V. 

£ s d 

1. To Interest on Debentures accrued due to date 

2. To Interest on Mortgages and Bonds accrued due to date 

3. To Interest on Temporary Loans accrued due to date 

4. To Dividend on Preference Stocks 

5. To Balance applicable to Dividend on Ordinary Stock or Shares 



485 



NET REVENUE ACCOUNT. Cr. 

No. V. 

£sd £sd £s(l 
I. By Balance from last Account 

Less Dividend paid 

By Amount carried to Reserve Fund 



z. By Balance brought from Revenue Account 

(No. IV.) 

3. By Interest on Money at Deposit 



The Board of Trade does not permit a company of this kind to please 
itself as to whether it shall set aside a reserve fund or provide for deprecia- 
tion, or what percentage shall be set aside, but requires the reserve of a 
certain amount of profit for this purpose and a statement showing that this 
proportion of profits has been so set aside. 

Dr. RESERVE FUND ACCOUNT. 

£ s d £ s d 

1. Amount paid out for I.. By balance brought from last 

2. Amount of Balance to next Account 

Account 2. By Amount brought from Net 

Revenue Account 

3. By Interest on Amount invest- 
ed (Description of invest- 
ments to be specified) 



Dr. DEPRECIATION EUND ACCOUNT. Cr. 

£ s d £ s d 

No. VII. 

I. To Balance i. By Balance from last Account 

2. By Interest on Investment 

3. By Amount brought from Rev- 

enue Acct. (see No. IV. H). 
(Description of Investment 
to be specified). 



£ £ 

The General Balance Sheet, form of which we now append, is a sum- 
mary of assets and liabilities. 

Dr. GENERAI, BALANCE SHEET. Cr. 

No. VIII. 

LIABILITIES. ASSETS. 

£ s d £ s d 

J. To Capital Account: Amount i. By Capital Account: Amount 

received as per Account No. expended for works as per 

III Account No. Ill 
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2. To Sundry Tradesmen and oth- 2. By Stores on hand at 31st De- 

ers, due on construction of cember 18: 

Plant and Macnmeiy, Fuci, Coal 

Stores, etc., to 31st Decern- Oils, Waste, etc 

ber, 18 — 3. By Sundry Debtors for 

3. To Sundry Creditors on open amounts paid on account of 

accounts contracts in course of com- 

4. To Net Revenue Account: Bal- pletion .' 

ance at credit thereof 4. By Preliminary Expenses 

5. To Reserve Fund Account: S. By Sundry Debtors for cur- 

"Balance at credit thereof ■ rent supplied to 31st De- , 

6. To Depreciation Fund Ac- cember, 18 — 

count: Balance at credit 6. By Other Debtors 

thereof 7. By Cash at Bankers : 

Messrs 

Messrs 

Messrs. (amount on deposit) 

8. By Cash in hand (amount on 

deposit) 

£ £ 

Next comes the record of electricity generated and sold, the particulars 
of which differ somewhat from the requirements or statements formulated 
in the United States as to detail but not in principle. 



No. s. 



Statement of Electricity Generated, Sold, &c. 



Quantity gen- 
erated in B.T. 
units 



Quantity Sold 



Public 
Lamps 



Contract 



Private 

Consumers 

by Meter 



Total 
Sold 



Quantity 
used on 
Works 



Total 

Quantity 

Accounted 

for 



Quantity 

not 

Accounted 

for 



Number of 
Public 
Lamps 



Total 
Maximum 

Supply 
Demanded 



The forms illustrated can be readily assimilated to the formula used 
here where the electricity is described in tcms of arc lamps hours, candle 
power or volts. 

The meter record will be similar to that used by gas companies, tha 
users being charged from the reports of the meter readers. Special forms 
of reports will be formulated for the meter readers, and these will probably 
be copied into a meter record book, from which the charges will be made, 
although it seems quite possible that the meter readers' records can be so 
arranged that posting to the users' accounts can be made direct therefrom. 



487 



A separate record will also be kept of the work of installation ana 
repairs, to which will be coinpiled the reports of the foreman under whose 
charge the work is done, finding their way either into the capital or revenue 
statements above illustrated. The cost of installation also will have to 
be departmentalized, consisting of the erection of poles, stringing of wires, 
and cost of wires, poles, cross-arms, etc. 

A thorough understanding of the principles of Factory Cost Account- 
ing will be amply sufficient to equip any accountant in the work of arranging 
the proper cost records for any enterprise of this kind, as, while the details 
are different, the general principles always remain unchanged. 

Electric light companies, telephone companies and gas companies usually 
make their charges to customers once a month, so that the tabular form 
of ledger is not particularly adapted to their requirements, but is almost 
universally used. This ledger will be so ruled as to show quantities as well 
as amounts, so that no other record of the bill is necessary, and prompt refer- 
ence to the particulars of an account can alwiys be secured, besides the 
advantage of being able to check the drawing off of the balances of forty 
accounts at one operation, while the total charges, credits, and unpaid bal- 
ances can always be obtained with very little trouble. 

The classification of electric companies' accounts as used in the books 
of one company is shown hereunder. 

CLASSIFICATION OF ELECTRIC LIGHT ACCOUNTS. 

RESOURCES. LIABILITIES. 

Construction Accounts. Bills Payable. 

L^nd. Open Accounts Payable. 

Station and Buildings. Wages Payable. 

Motive Power. Taxes Payable. 

Arc Apparatus. Rents Payable. 

Incandescent Apparatus. Interest Coupon Account Payable. 

Power Apparatus. Audited Vouchers Payable. 

Pole-lines. Bonds Payable (Mortgage Account). 

Installations. Dividend Payable. 

Conduits. Capital Stock. 

Cables. Surplus. 

Representative Accounts. 

Customers. 

Open Accounts Receivable. 

Bills Receivable. 

Investments. 

Sinking Fund. 

Store. 

Cash. 

Suspense. 

Insurance Advanced. 

Franchise and Patents. 
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OPERATING EXPENSE. 



Manufacturing — 
Fuel. 

Water for boilers; water rent or tax. 
Oil and Waste. 
Labor (on manufacturing). 
Repairs to Motive Power. 
Repairs to Electrical Apparatus. 
Sundries (Man'f'g). 



Distribution — 

Maintenance of Pole-lines. 
Maintenance of Conduits and Cables. 
Maintenance of Installation. 
Maintenance of Motors, Transformers 

and Arc-lamps. 
Incandescent-lamp Renewals. 
Arc-globes. 
Carbons. 

Labor (on distribution). 
Sundries (on distribution). 
Maintenance of Real Estate and Buildings^ 
Rents, Due and Accrued. 



PROFIT AND LOSS. 



General Expense — 

Taxes, Due and Accrued. 

Insurance, Due and Accrued. 

Interest, Ordinary. 

Legal Expenses. 

Salaries, Office ■ and Official. 

Labor (general expense). 

Sundries (general expense.) 
Loss arid Gain Accounts — "• 

Interest, Due and Accrued (Coupon Acct.) 

Rebate. 

Depreciation (Machinery and Franchise). 

Loss and Gain. 

Dividends declared. 



Income from Operation — 
Power, Stationary Motors. 
Power for Street Railways. 
Arc-lighting, Street. 
Arc-lighting,. Commercial. 
Incandescent Lighting, Street. 
Incandescent Lighting, Commercial. 
Incandescent Lighting, Residence. 
Rent of Meters. 
Rent of Motors. 
Miscellaneous Income. 



CONSTRUCTION AND EQUIPMENT ACCOUNTS. 

One of the main differences between this class of accounts and those 
of other companies consists in the selection of carefully descriptive terms- 
by which the items of the construction and equipment accounts particularly 
are carried on the books. The peculiar systern of classification in the- 
accounts gives rise to some quite distinctive forms of rulings designed to aid 
the recording of original entries, and their amalgamation into concise and. 
plainly intelligible results, capable of serving as a nucleus for the construc- 
tion of the balance sheets, statistical tabulations, reports of various kinds, etc. 

I. HISTORY OF THE ACCOUNTS. 

Organization and preliminary costs. This class of charges includes- 
the follpwing : Traveling expense, clerical assistance, • telegraph and 
telephone bills, advertising in various forms, legal costs, surveys, engineer- 
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dng expense maps, draughting, filing and recording fees, organization tax, 
payments for securing right of way, bonuses, payments on franchise 
aejcounts, etc. But where a new company starts off with a purchase of the 
-entire road of another company or series of companies, or a part thereof, 
the acquisition is a charge directly against the construction and equipment 
accounts, except such small items as may possibly be capable of relegation 
to an organization account in the shape of legal fees, etc. 

Some of the previous items might at first sight appear more properly 
a charge against the construction account, such as the survey, right of way, 
etc., costs, but as they are not directly associated with the "labor and 
material" costs of this class of the ledger headings, it seems tliat they prop- 
■<rly ought to appear among the preliminary organization cliarges alone. 
In this connection, the precise wording of the formula of the application 
for permission to construct the road, has a bearing upon the accounting, for 

it reads, "Application for permission to construct, operate and 

jnaintain an electric street surface railway with necessary sidings, and turn- 
"outs in, through and along the following named streets, viz.," etc. And 
the amount of construction work as evidenced by the vouchers, is often 
'brought into evidence, in such movements as securing additional capital, 
permissions for extensions, and so on, to prove that the work originally con- 
templated by the constructing company has actually been commenced in good 
faith, and sufficient paid out thereon to justify the commissioners and other 
-authorities to sanction additional expenditures in this line. 

The various hearings pro and con before boards of arbitration, etc., 
-authorized to consider such applications, and copies of the minutes of such 
"hearings form an important part of the documentary evidence preliminary 
to the beginning of the construction work, and it is well to know where one 
■can easily lay hands on the printed duplicates of such minutes, as well as 
the originals themselves, if any question later comes up relative to the 
•organization. 

As a rule, the various items concerned with the inception of the company 
.are merged when complete, into the Profit and Loss accounts, although a 
large number of the company reports retain the organization summary of 
-costs as a part of their balances for years ; and in the ledger record of this 
class of costs, the items ought to appear in detail, so that the lumped sum 
-carried and retained in future balance sheets can always be easily verified. 

In draughting the charter, the following points will be naturally cov- 
'«red, and they are listed here, as, whatever the charter provides in this 
respect, must be most thoroughly and consistently carried out and exem- 
"plified in the accounts themselves. Items : 

I. The extent of the company's tracks, siding and turnouts. 
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2. The name of the special electric system permitted by the charter 
or the special statute under which organization is made. 

3. Provisions for payment of damages to be paid for crossing the 
tracks of other companies at grade. 

4. Documents giving permission by the city to take up the pavements 
for laying tracks, sidings, etc., including provisions for the payment by the 
railway company of all costs for keeping in repair the streets thus granted 
in the franchise. 

5. Provision for the annual payments by the company to the city 
treasury, the annual percentage of gross receipts differing in different locali- 
ties ; provision for the rate of fares to be charged by the railway company ; 
for the term of the grant, i. e., the number of years that the franchise is to 
run and the conditions under which it can be renewed and for how long. 

6. Provisions for the amount to be expended by the company on 
construction in a given time in order to retain the franchises it has acquired. 

The provisions also of the grade crossing acts current at the time of 
organization, are further a guide to and check upon the early accounting 
work, because they provide for the pro rata payments by the company and 
the city (or the State sometimes), either at once in the starting of the cor- 
poration, or carried through a series of years with interest accumulations 
attached thereto. 

II. — CONSTRUCTION ACCOUNT. 

This includes charges for laying tracks, ties, ballast, erection of sheds, 
warehouses, storehouses, power plant, tanks, depots, terminals, sidings and 
turnouts, bridges and viaducts, fences, turntables, machine shops, etc. 
Further, many companies actually charge a part of their law expense directly 
to the construction account, so far as such cost in any way relates to the cost 
of securing privileges, etc., to build, improve and maintain the road. And 
again, where large amounts are borrowed for the construction work, the 
various interest and discount costs are also made a charge against the con- 
struction account, so far as they can be proved to be necessary in paying 
up the loans. 

As in steam lines, charges incurred before operation begins, fall under 
the head of Construction, but afterwards under the head of Maintenance 
and way, and Maintenance and Equipment for that class of costs. If this 
system of distinctive charges, however, is maintained, and a voucher record 
is kept, certain pages at the start will have to be selected for the first set of 
charges — say ten to twelve — and the maintenance charges kept on the 
following pages. 

If the loose-leaf system of accounting is carried into the electric railway 
company's use far enough, there is, perhaps, no reason why a series of 
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loose-leaf sheets for the voucher record book itself should not be kept so that 
if additional charges against the construction and equipment accounts as 
originally started, occur with a good deal of persistence and frequency, 
inserted sheets can be used as occasion requires, saving the opening of new 
pages for that purpose further on in the same book. 

The "betterment accounts" kept by steam and electric lines are virtually 
an attempt to separate the original construction and equipment accounts 
from following charges, and the term "betterment" is strictly a substitute 
in part at least for the other suggested terms, "maintenance of way, equip- 
ment, etc." 

In the formula of application of a certain electric railway of New York 
State, where permission to increase capital was sought, the following method 
of itemizing the construction is of enough value to bear quoting, perhaps : 

Current notes and bills outstanding and to be carried with the new cap- 
italization) $165,000 00 

Cost of proposed W. Water st. extension 30,000 00 

New electric construction 35,ooo 00 

Two extensions northward 40,000 00 

One extension southward ; 25,000 ao 

Rebuilding stables and power house. ..... 25,000 00 

Additional steam motor house , 5,000 00 

$225,000 00 

each construction and extension sum being verified by attached schedules 
showing how the amount set forth was made up. 

III. — OPERATION. 

However the voucher record books are kept, in reporting at least this 
class of expenses, is usually given under four distinct sub-heads, as follows : 
(a) General Expense (salaries or general officers and clerks, general office 
expenses, telegraph, telephone, traveling, advertising, etc.), insurance, law 
expense, injuries and damages, contingent expenses, (b) Transportation 
Expense (car, service, car house expenses, operation of power house, fuel, 
rents paid for tracks, yards and terminals, hired power), (c) Maintenance 
of Way and Buildings (repairs and renewals of track and roadway con- 
struction, repairs and renewals of buildings, rent of buildings, removal of 
snow and ice, etc.). (d) Maintenance of Equipment (repairs of cars, of 
electric equipment of cars, steam plant, of electrical plant, of tools and 
machinery, and miscellaneous expense). 

In the use of the voucher record the general expense and transportation 
expense in the above headings come under the operation account. As these 
accounts are subdivided above, the voucher record would have to contain 
twenty-three columns for the distribution of the various classes of costs, 
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making a book page of about fifteen inches in width, which is not at all 
awkward for convenient handling. Besides the twenty-three columns of 
distribution, there would have to be at the end a total column in which 
to extend the sum of the charges of a single bill, and if it is desired to keep 
distinct the construction, the equipment and the operation vouchers, this can 
be easily done by carrying three subdivisions under the general heading 
of Voucher Number in that column and numbering the series of vouchers 
separately. Then there would have to be two columns for reference to the 
cash book and a column for reference to the journal or other books where 
record of the payment of the bills was made; and finally a total amount 
column, which would show by its footings subtracted at any time from 
the footing of the previous "total" column, just how much was outstanding 
on the open account payable at any time. 

The methods of ruling in the voucher record above suggested are too 
extensive to be given in these columns, but the explanations above given 
will undoubtedly be found lucid and easily comprehended, while the items 
appearing in voucher record, cash book and journal respectively are indi- 
cated in the classification printed on pages 496 to 519. 

We are now in a position to see how the trial balances and balance sheets 
of this class of companies is made up. It should be noted first that no 
matter how many different items are a charge against the construction, 
equipment and operation accounts, they are classifiable through proper rul- 
ings and memorandum columns in the voucher record into some few leading 
groups of accounts which have been before noted, that is to say Construc- 
tion, Equipment (later replaced by the terms Maintenance of Way and of 
Equipment), operating Expense; thirdly, "Other Permanent Investments," 
including charges against such accounts as "stock of other companies;" 
"franchise, property and real estate," and so on; and finally a class of 
accounts called "current assets," which include ledger accounts with cash 
on hand, bills receivable, open accounts, accounts with leased lines, prepaid 
insurance, etc. 

These four general classes represent the chief sub-heads or groups under 
which the debit charges are placed in formulating the balances. 

To review briefly the construction account and its representation on the 
ledgers or voucher record book, there follows in narrative form the descrip- 
tive instead of the ruled method of representing its items. Taking the 
order of the columns in the voucher record book we have the date column, 
the account column in which to insert the name of the creditor, purchaser, 
etc., t'^ird a column for itemization of the bill or account, stating the number 
of ties, rails, etc., bought and price, number of feet of lumber for building 
purposes, the number of motors bought and individual price, purchases 
of belting and shafting for power house, and a vast amount of other miscel- 
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laneous itemization, this column being strictly a guide to the proper exten- 
sions of the amounts in the different columns and groups of columns in the 
voucher record. Next the construction account itself, into whose columns 
many of the details of the "item" column, the explanatory column, will be 
extended. 

The best method is to have the following sub-columns under the con- 
struction account, namely, (i) storage and freight houses, (2) barns and 
sheds, (3) track (ties and rails), (4) sidings and turnouts, (5) bridges and 
viaducts, (6) fences and culverts, (7.) terminals and turntables, (8) power 
houses, (9) sundries (under which such charges-as pro rata amounts of 
interest and discount chargeable to construction can be placed). And it 
does not make any difference whether after a while we pass from the use 
of the term construction to that of maintenance of way and buildings, the 
same nine sub-heads may very readily be retained for analytic purposes in 
the voucher record, and thus allow of an easy classification or division into 
other groups if desired ; that is, if it is desired to distinguish between what 
belongs to the "way" and the "building" accounts, columns 3, 4, 5, 6, 7, 
belonging to the maintenance of way exclusively. 

Under the heading of equipment and maintenance of equipment, come 
the following sub-heads : ( i ) Passenger, box, open and mail and express 
cars, (2) freight carsj (3) tools and implements, (4) renewal charges, 
(5) cost of poles and wiring items, (6) machinery of different kinds. 

Under the head of the operating expense group of columns come items 
in the following order : (i) Wages, (2) salaries, (3) fuel bills, (4) rentals, 
(5) legal costs, (6) labor costs which are not properly a charge in some way 
against the construction or equipment, and this must be a case for a special 
determination in each charge, (7) repairs and renewals (and this is included 
because in all kinds of companies there are certain charges of this kind sure 
to occur which for some reason the management does not wish to have 
appear as an enhancement of the construction and equipment costs, but rather 
as a charge directly against the revenue account), (8) printing and adver- 
tising, (9) miscellaneous expense, such as telephone, telegraph, stationery 
and other office supply bills, traveling costs, etc. 

Now, at the end of the series of columns so designated we should have 
a "total column," in which to place the sum of the distributed charge 
making up the credit of a single bill or purchase account ; and this is to be 
followed by a voucher number column, which can readily enough be divided 
into three sub-columns for construction, equipment and operation vouchers 
to be numbered separately if desired. Next comes a record of payment 
column, with provisions for reference to the cash books, check books, jour- 
nals, etc., showing the folios thereof which prove the date and amount of 
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the payments as against any one or more of the various credit accounts,, 
and finally a column in which to show the amounts paid out on the credit 
accounts, so that both the total outstanding credits and the total payment- 
thereon at any time can be readily ascertained. 

All this scheduling above set forth will be found to cover less space- 
upon a record book than might be at first thought supposed, as the extensions- 
go across both pages, the lines on which the writing is done being numbered- 
from I to say 50 or 60 for whatever number there may be on a single page, 
on both the extreme right and left of the double pages when lying open- 
upon the desk. 

Such auxiliary books as the trial balance or statement book, the ordinary- 
stock company books, minute book, etc., do not require any reference, and. 
we therefore pass directly to an illustrative form of balance sheet, summar- 
izing the items above given: 

ASSETS. 

Organization items (retained unclosed into profit and loss) $ 3,000 00- 

Cost of road (or maintenance of way) 7,085,588 78 

Maintenance of equipment, etc. ..." 1,000,000 00 ■ 

Other permanent investments (including right to use certain tracks of 
dififerent companies, secured by deposit of securities against construc- 
tion contracts) 2,000,000 00 ' 

Current assets: 

Cash $ 187,657 18 

Bills receivable 20,000 00 

Open amounts 85,921 93 

Leased lines ' 176,357 13 

Prepaid msurance and taxes 7,439 14 

Due by agents 23,925 44 

501,300 82; 

$10,589,889 60 
LIABILITIES. 

Capital, common $4,000,000 00 

Capital, preferred r 2,000,000 oq 

$6,000,000 00 

Funded debt $4,049,000 oo- 

Current liabilities: 

Interest on funded debt accrued •; . .$ 50,612 51 

Loans and bills payable 142,000 00 

Accounts payable 10^,113 37 

Accrued taxes 13,300 00 

Accrued rental, leased lines 73,8i3 06 

Certificates of indebtedness 100,000 00 

Pay rolls 2,800 00 

484,'^38 94' 

Profit and loss, surplus 56,250 65- 

$10,589,889 6q. 
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II. INCOME ACCOUNT. 

•Gross earnings from operation $715,942 84 

X,ess operating expenses (exclusive of taxes) 439,902 91 

Net earnings from operation $276,039 93 

Income from other sources: 

.Advertising $ 2,384 70 

Track rentals 12,015 57 

-Sale of power 1,172 24 

Rentals of buildings and property 652 63 

Interest 70000 

JJonus and commissions 2,00000 

18,925 14 

Oross income, all sources $294,965 07 

Deductions from income: 

Taxes $ 16,273 25 

Interest on funded debt accrued 9^,379 18 

Jlentals • 126,061 98 

$238,714 41 

Total surplus carried down $ 56,250 66 

' — P. H. Grover. 

The following is the standard classification of accounts adopted by the 
'Street Railways' Accounting Association at a convention held in Boston, 
.September 6 to 9, 1898: 

CONSTRUCTION AND EQUIPMENT ACCOUNTS. 

In the following classification, "Labor" should be understood to mean, 
mot only the manual work of laborers, but also superintendence, super- 
■vision, clerical work, engineering, and inspection, so far as they are charge- 
able to the account referred to. 

"Material" should be understood to mean, not only finished or unfin- 
ished products, appliances, or parts, but such smaller articles as are usually ' 
termed "supplies." 

"Tools" should be understood to mean hand-tools of mechanics and 
•other t6ols, used in the work chargeable to the account referred to. 

"Expenses" should be understood to mean all expenses chargeable to 
Ihe account referred to that are not labor, material, or tools. 

A. Organization. 

B. Engineering and Superintendence. 

C. Right of Way. 

D. Track and Roadway Construction. 

E. Electric Line Construction. 

F. Real Estate used in Operation of Road. 

■G. Building and Fixtures used in Operation of Road. 
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H. Investment Real Estate. 
I. Power Plant and Equipment. 
J. Shop Tools and Machinery. 
K. Cars. 

L,. Electric Equipn^ent of Cars. 
M. Miscellaneous Equipment. 
N. Interest and Discount. 
O. Miscellaneous. 

Account A — Organization. — Charge to this account all expenses 
incurred in eflfecting organization, including legal expenses. 

Account B. — Engineering and Superintendence. — Charge to this 
account all expenditures for services of engineers, draftsmen, and superin- 
tendents employed on preliminary and construction work, and all expenses 
incident to the work. 

Account C. — Right of Way. — Charge to this account all expenditures 
in connection with securing or paying for right of way, including cost of 
real estate for right of way. 

Account D. — Track and Roadway Construction.— '-Charge to this 
account all expenditures for track and roadway construction, including labor, 
materials,, tools, freight, hauling, distribution of material, and all other 
expenses incident to the work; cost of grading, excavating, track-laying, 
ties, yokes, slot-rails, manhole-frames and covers, rails, rail fastenings, 
welded joints, special work (such as crossings, cross-overs, curves, frogs, 
guard-rails, run-offs, switches, switch-mates, turn-outs), ballasting, paving, 
fences (right of way), bridges, and culverts, trestles, sub-ways, and tunnels. 

The cost of tracks in yards, terminals, car-houses, or other buildings 
should be charged to this account. 

The cost of punching and drilling rails for track wiring should be 
charged to account E. 

Account E. — Electric Line Construction. — Charge to this account all 
expenditures for overhead, underground, third-rail, or surface-contact elec- 
tric line construction, including labor, material, tools, freight, hauling, distri- 
bution of material, and all other expenses incident to the work; cost of 
punching and drilling rails for track- wiring, rail-bonds, poles (iron and 
wood), labor and material for setting and painting poles; feed-wire, guard- 
wire, span-wire, strain-wire, supplementary wire, trolley-wire, ground- 
feeders, underground-feeders, pole fixtures, hangers or suspensions, insulat- 
ors (overhead), lightning arresters and appliances, signals and signaling 
apparatus, overhead crossing and switches, ground terminals, and all labor 
in connection with putting same in position ; conduits and conduit appliances 
for underground trolley construction, including conductors, insulators, sewer 
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connections, sewer traps, and underground feeders; third-rails, and insu- 
lators for third-rail construction; surface-contact appliances for surface- 
contact roads, including magnets, contact-boxes, manhole- frames and covers. 

Account F. — Real Sstate Used in Operation of Road. — Charge to this 
account all expenditures for real estate used in operation of road, except real 
estate used for right of way, which should be charged to account C. 

Account G. — Buildings and Fixtures Used in Operation of Road. — 
Charge to this account all expenditures for buildings and fixtures used in 
operation of road, including labor, material, tools, freight, hauling of mater- 
ial, and all other expenses incident to the work. 

The term "buildings and fixtures" includes power-houses, car-houses, 
shops, office buildings (when owned by the company), waiting-rooms, sheds, 
outhouses, coalbins, sand-houses, stables, store-houses, switchtenders' houses, 
fences (except park and right of way), docks, wharves, and all other build- 
ings and inclosures, and their stationary fixtures, including pipes for gas, 
water, sewage, and drainage, apparatus for heating, lighting and ventilating, 
sidewalks, and paving in streets in front of and adjacent to the company's 
buildings (except in tracks), and inspection and repaid pits in car-houses, 
shops or other buildings. 

The cost of tracks in yards, terminals, car-houses, and other buildings 
should be charged to account D. 

The cost of electric line in yards, terminals, car-houses, and other build- 
ings should be charged to account E. 

Account H. — Investment Real Estate. — Charge to this account all 
expenditures for Land and Buildings not Used in operation of road. 

Account I. — Power Plan Equipment. — Charge to this account all 
expenditures for steam and electric equipment of power plant, including 
foundations and installation. 

The equipment of sub-stations (if used) should be charged to this 
account. 

All expenditures for water-power machinery (if used) should be 
charged to this account. 

The cost of buildings used for Main Power House or Sub-Stations 
should be charged to account G. 

Account J. — Shop Tools and Machinery. — Charge to this account all 
expenditures for shop tools and machinery for general repair shops, car- 
houses, etc., including foundations and installation. 

Account K.— Cars.— Charge to this account all expenditures for pas- 
senger, baggage, express, freight, mail, and other cars from the operation of 
which revenue is derived. 
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The term "Cars" includes car-bodies and trucks, and all fixtures or 
appliances inside of or attached to the car-body or truck (except the electric 
equipment of the car) . 

Account L. — Blectric Equipment of Cars. — Charge to this account all 
expenditures for electric equipment and wiring of all cars, whether revenue 
cars or work cars, including labor, material, tools, freight, hauling of mater- 
ial, and all other expenses incident to the work. 

Account M. — Miscellaneous Bquipment. — Charge to this account all 
expenditures for water-cars, sprinkling-cars, sand-cars, salt-cars, supply-cars, 
and other work-cars ; snow-plows, sweepers, scrapers, and miscellaneous snow 
equipment; horses, harness, wagons, and vehicles; tools and appliances neces- 
sary in the use of work-cars or snow equipment. 

Account N. — Interest and Discount. — All interest paid or received in 
connection with funds for construction, and all discounts or premiums result-i 
ing from the negotiation of securities for construction, should be charged or 
credited to this account. 

Account O. — Miscellaneous. — Charge to this account all expenditures 
for printing and stationery, office supplies and expenses, damage claims, 
wages of clerks, and all other expenses incident to construction not otherwise 
provided for. 

OPERATING EXPENSE ACCOUNTS. 

In the following classification "Labor" should be understood to mean 
not only the manual work of laborers, but also superintendence, supervision, 
clerical work, engineering, and inspection, so far as they are chargeable to the 
account referred to. 

"Material" should be understood to mean not only finished or uiifinished 
products, appliances, or parts, but such smaller articles as are usually termed 
"supplies." 

"Tools" should be understood to mean Jiand-tools of mechanics, and 
other tools used in the work chargeable to the account referred to. These 
tools should not be confounded with the tools used in shops, for which a sep- 
arate account (No. 9) is provided. 

"Expenses" should be understood to mean all expenses chargeable to 
the account referred to that are not labor, material, or tools. 

The cost of replacement, renewal, or repair of property destroyed or 
injured by fire, worn out, or otherwise unfitted for use, should be charged to 
the appropriate maintenance account, which should be credited with the 
amount received for insurance or realized from the sale of the property so 
unfitted for use. But if the property substituted is of greater value than the 
original property, the excess should be charged to the capital or construction 
account to which the original property was charged ; if of less value, the dif- 
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ference between the value of the property as repaired, renewed, or replaced 
and its original cost or value should be credited to the capital or construction 
account to which the first cost was charged. So proceeds from the sale of 
scrap material should be credited to the account to which the cost of replace- 
ment of that material is charged, or, if not replaced, to the original cost 
account. 

The cost of experiments should be charged in operating expenses to the 
account most affected. 

In making up monthly reports charge to accounts Nos. 36, 37 and 38, 
respectively, the month's proportion of the total annual charge for rent of 
land and buildings used in the operation of the road, rent of tracks and ter- 
minals and insurance, as nearly as the same can be ascertained, and not the 
amount which may have been actually paid in the month. 

MAINTENANCE. 
WAY AND STRUCTURES. 

1. Maintenance of Track and Roadway. 

2. Maintenance of Electric Line. 

3. Maintenance of Buildings and Fixtures. 

EQUIPMENT. 

4. Maintenance of Steam Plant. 

5. Maintenance of Electric Plant. 

6. Maintenance of Cars. 

7. Maintenance of Electric Equipment of Cars. 

8. Maintenance of Miscellaneous Equipment. 

9. Miscellaneous Shop Expenses. 

TRANSPORTATION. 
OPERATION OE POWER PLANT. 

10. Power Plant Wages. 

11. Fuel for Power. 

12. Water for Power. 

13. Lubricants and Waste for Power Plant. 

14. Miscellaneous Supplies and Expenses of Power Plant. 

15. Hired Power. 

OPERATION OF CARS. 

16. Superintendence of Transportation. 

17. Wages of Conductors. 

18. Wages of Motormen. 

19. Wages of Other Car Service Employes. 

20. Wages of Car House Employes. 
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21. Car Service Supplies. 

22. Miscellaneous Car Service Expenses. 

23. Cleaning and Sanding Tracks. 

24. Removal of Snow and Ice. 

GENERAL. 

25. Salaries of General Officers. 

26. Salaries of Clerks. 

27. Printing and Stationery. 

28. Miscellaneous Office. Expenses. 

29. Store-Room Expenses. 

30. Stable Expenses. 

31. Advertising and Attractions. 

32. Miscellaneous General Expenses. 

33. Damages. 

34. Legal Expenses in Connection with Damages. 

35. Other Legal Expenses. 

36. Rent of Land and Buildings. 

37. Rent of Tracks and' Terminals. 

38. Insurance. 

ACCOUNT No. I. 
MAINTENANCE OE TRACK AND ROADWAY. 

Charge to this account all expenditures for repairs and renewals of 
track and roadway, of culverts and subways, of tracks in yards, terminals, 
car--houses or other buildings, including labor, material, tools, fuel, light, 
ice, freight, hauling, and distribution of material, and all other expenses inci- 
dent to the work. 

The cost of taking up track, whether new track is laid in its place or not, 
should be charged to this account. 

The cost of punching and drilling rails for repairs or renewals of track 
wiring, and of removing and relaying pavement, ballast, etc., when necessary 
for repairs or renewals of the electric line, should be charged to account No. 2. 

The cost of repairs and renewals of harness and wagons used in con- 
nection with this work should be charged to account No. 8. 

The cost of feed and keep of horses used in connection with this work 
should be charged to account No. 30. 

Following is a list of the items chargeable to the account. 

Ballast. Lumber. 

Bolts. Manhole covers, for underground trolley. 

Braces, rail. Manhole frames for underground trolley. 

Brick. Molds for welded joints. 

Bridges. Nails. 
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Cement. 

Chairs, for rails. 

Cinders, for ballast. 

Coke, for welding joints. 

Clamps, for welded joints. 

Crossings. 

Cross-overs. 

Culverts. 

Curves. 

Drains. 

Fences, right of way. 

Fish-plates. 

Freight. 

Frogs. 

Fuel. 

Guard-rails. 

Gravel. 

Hauling. 

Ice, for ice water. 

Iron. 

Joints, welded. 

Joints, not welded. 

Labor. 

Light (lanterns and fixtures, oil, lamp- 
wick, torches, candles, incandescent 
lamps and fixtures, arc lights and fix- 
tures, globes, and carbons). 



Nuts. 

Nut-locks. 

Paving materials. 

Pig-iron, for welded joints. 

Pipes, drain. 

Rails. 

Run-oflfs. 

Sand. 

Screws. 

Slot-rails, for underground trolley. 

Spikes. 

Steel. 

Stone. 

Subways. 

Switches. 

Switch mates. 

Ties. 

Tie-plates. 

Tie-rods^ 

Tools. 

Trestles. , 

Tunnels. 

Turn-outs. 

Washers. 

Water. 

Yokes for underground trolley. 



ACCOUNT NO. 2. 
MAINTENANCE OF ELECTRIC LINE. 

Charge to this account all expenditures for repairs and renewals of over- 
head, underground, third-rail, or surface-contact electric line, including 
labor, material, and tools employed or used in taking up, resetting, and paint- 
ing or repainting poles, taking down trolley, feed, guard and supplementary 
wires and substituting new, repairing and renewing conduits for wires, 
repairing and renewing bond-wires, punching and drilling rails for track- 
wiring, removing and relaying pavement, ballast, etc., when necessary for 
repairs or renewals of the electric line, freight, hauling and distribution of 
material, fuel, light, water, and ice, and all other expenses incident to the 
work. 

The cost of repairs and renewals of electric line in yards, terminals, car- 
houses, or other buildings should be charged to this account. 

The cost of feed and keep of horses used in connection with this work 
should be charged to account No. 30. 
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The cost of repairs and renewals of harness and wagons used in con- 
nection with this work should be charged to account No. 8. 

Following is a list of some of the items chargeable to. this account : 



Bolts. 

Boxes for lightning arresters. 

Cement. 

Charcoal. 

Clamps for poles. 

Conductors for underground trolley. 

Conduits. 

Contacts for surface contact roads. 

Contact boxes for surface contact roads. 

Cord. 

Cross-arms, iron. 

Cross-arms, wooc). 

Crossings. 

Feeders, ground. 

Feeders, overhead. 

Feeders, underground. 

Freight. 

Fuel. 

Gasoline. 

Hangers. 

Hauling. 

Ice for ice water. 

Insulators, overhead. 

Insulators, underground. 

Insulators for third rail. 

Iron. ' 

Labor. 

Light (lanterns and fixtures, oil, lamp- 
wick, torches, candles, incandescent 
lamps and fixtures, arc light and fix- 
tures, globes and carbons). 

Lightning arresters and parts. 

Magnets for surface contact roads. 

Manhole covers for surface contact roads. 



Manhole frames for surface contact roads. 
Nuts. 

Painting material for poles. 
Pins, iron, for cross-arms. 
Pins, wood, for cross-arms. 
Poles, iron. 
Poles, wood. 
Pole-tops for iron poles. 
Rail-bonds. 
Sand. 
Screws. 

Sewer connections for underground trol- 
ley. 
Sewer traps for underground trolley. 
Signals and signalling apparatus . 
Solder. 

Soldering salts. 
Steel. 
Stone. 

Suspensions. 
Switches. 
iTape, insulating. 
Terminals. 
Third rails. 
Tools. 
Washers. 
Water. 
Wire, feed. 
Wire, guard. 
Wire, span. 
Wire, strain. 
Wire, supplementary. 
Wire, trolley. 



ACCOUNT No. 3. 
MAINTENANCE OP BUILDINGS AND FIXTURES. 

Charge to this account all expenditures for repairs and renevrdls of build- 
ings and fixtures used in the operation of the road, including labor, material, 
tools, freight, hauHng of material, and all other expenses incident to the work. 

The term "buildings and fixtures" includes power-houses, car-houses, 
shops, office buildings (when owned by the company), waiting-rooms, sheds, 
outhouses, coalbins, sand-houses, stables, store-houses, switch-tenders 
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houses, fences (except park and right of way fences), docks, wharves, and 
all other buildings and enclosures, and their stationery fixtures, including 
pipes for gas, water, sewage, and drainage, apparatus for heating, lighting 
and ventilating, sidewalks and pavements in front of and adjacent to. the 
company's buildings (except in tracks), and inspection and repair-pits in 
car-houses, shops or other buildings. 

The cost of repairs and renewals of tracks in yards, terminals, car- 
houses, or other buildings should be charged to account No. I. 

The cost of repairs and renewals of electric line in yards, terminals, car- 
houses, or other buildings should be charged to account No. 2. 

Following is a list of some of the items chargeable to this account : 



Awnings. 

Bolts. 

Bolt ends. 

Brick. 

Builders' hardware. 

Building material. 

Building permits. 

Cement. 

Cisterns. 

Drains. 

Excavations. 

Fences (except park and right of way). 

Foundations. 

Freight. 

Grading. 

Hauling. 

Heating apparatus and fixtures. 

I-beams. 

Iron. 

Labor. 

Laths. 

Lighting apparatus and fixtures. 

Lime. 

Lumber. 

Nails. 

Nuts. 

Painting materials (oil, turpentine, var- 
nish, lead, painters' supplies). 

Paving in streets (except in connection 
with tracks). 

Plaster. 



Pipes, drain. 

Pipes, gas. 

Pipes, sewer. 

Pipes, water. 

Pits in car-houses and shops. 

Plumbing. 

Rivets. 

Roofing material. 

Sand. 

Sash cord. 

Sash weights. 

Scales, platform. 

Screws. 

Sewering. 

Shelving and other fixtures. 

Shingles. 

Sidewalks. 

Slate. 

Spikes. 

Steel. 

Stone. 

Tools. 

Tile. 

Turn-buckles. 

Ventilating apparatus and fixtures. 

Washers. 

Water. 

Water connections. 

Water meters. 

Wells. 

Wire. 



ACCOUNT No. 4. 
MAINTENANCE OP STEAM PLANT. 

Charge to this account all expenditures for labor, material, tools, 
freight, hauling of material, and all other expenses incident to repairs and 
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renewals of steam plant or water power plant, including engines and engine 
parts, appliances, and fixtures, belts, belt tighteners, and fixtures, receivers, 
lubricators, and oiling devices; shafting, clutches, cranes, hoists, and other 
engine-room appliances; boilers, boiler fittings and appliances; furnaces,, 
economizers, stacks, mechanical-draft machinery, pumps, feed-water heat- 
ers, purifiers, tanks, condensers, coal and ash-conveying machinery, mechan- 
ical stokers, and other boiler-room appliances; piping and steam fitting, 
including valves, separators, water and sewer connections, and water 
meters. 

Following is a list of some of the items chargeable to this account : 

Ash-conveying machinery. 

Belts. 

Belt fixtures. 

Belt tighteners. 

Boilers. 

Boiler appliances. 

Boiler fittings. 

Bolts. 

Cement. 

Clutches. 

CoalTconveying machinery. 

Condensers. 

Cranes. 

Draft machinery. 

Economizers. 

Engines. 

Engine appliances. 

Engine fixtures. 

Engine parts. 

Fire brick. 

Fire clay. 

Fireight. 

Furnaces. 

Grate bars. 

Hauling. 

Heaters, feedwater. 



Hoists. 

Injectors. 

Iron. 

Labor. 

Lubricators. 

Oiling devices. 

Piping. 

Pipe covering. 

Pipe fittings. 

Pulleys. 

Pumps. V 

Purifiers. 

Receivers. 

Screws. 

Separators. 

Sewer connections. 

Shafting. 

Stacks. 

Steam fittings. 

Steel. 

Stokers, mechanical. 

Tanks. 

Tools. 

Water connections. 

Water meters. 

Water power machinery. 



ACCOUNT No. s. 
MAINTENANCE OF ELECTRIC PLANT. 

Charge to this account all expenditures for labor, material, tools^ 
freight, hauling of material, and all other expenses incident to repair and 
renewals of electric plant, including generators and generator parts, switch- 
boards, cables, and feeder terminals and wiring in connection with same, 
storage batteries, transformers, boosters, rheostats, circuit breakers, amme- 
ters, and other electric equipment. 
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.Commutator brushes for generators should be charged to account 
INo. 14. 

Following is a list of some of the items chargeable to this account : 

Ammeters. Labor. 

Boasters. Lightning arresters and parts. 

■Cables. Rheostats. 

'Circuit breakers. Storage batteries. 

: Feeder terminals. Switchboards. 

"Freight. Switches. 

"Generators. Tools. 

"Generator parts. Transformers. 
; Hauling. 



ACCOUNT No. 6. 
MAINTENANCE OP CARS. 

Charge to this account all expenditures for repairs and renewals of 
passenger, baggage, express, freight, mail, and other cars from the operation 
-of which revenue is derived, including labor, material, tools, freight, hauling 
•of material, and all other expenses incident to the work. 

The term "cars" includes car-bodies and trucks and all fixtures or appli- 
ances inside of or attached to the car-body or truck, except the electric equip- 
ment of the car. 

The cost of cars purchased to keep good the original number of cars 
:.should be charged to this account. 

Bell and register cord, trolley rope, incandescent lamps, commutator 
"brushes, and other supplies for cars should be charged to account No. 21. 

Following is a list of some of the items chargeable to this account : 

. Axles. Labor. 

Bells. Life guards. 

Bell cord fixtures. Lumber. 

Bolts. Mirrors. 

Brakes (hand or power). Nails. 

Brake appliances (hand or power). Nuts. 

Brake shoes. Oil boxes. 

Brasses. Painting materiaL 

Brass fixtures. Pedestals. 

Brass trimmings. Pilots. 

Bumpers. Sand boxes, attached to cars. 

'Canvas. Screws. 

Cotters. Seats. 

■ Curtains. Seat covering. 

■Curtain fixtures. Seat fixtures. 

"Dashes and parts. Signs. 

:Draw bars. Sign fixtures. 
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Electric heaters. Snow scrapers, attached to cars. 

Electroliers. Springs. 

Fare registers. Steel. 

Fenders and parts. Steps. 

Floor mats. Stoves. 

Freight. Stove fixtures. 

Gates. Tools. 

Glass. Trucks. 

Gongs. Truck frames and parts. 

Grab handles. Washers. 

Hauling. Wheels. 

Headlights and parts. Wood-work. 

Iron. 



ACCOUNT No. 7. 
MAINTENANCE OE ELECTRIC EQUIPMENT OF CARS. 

Charge to this account all expenditures for repairs and renewals of the 
electric equipment and wiring of cars, whether revenue cars or work cars, 
including labor, material, tools, freight, hauling of material, and other 
expenses incident to the work. 

The cost of shifting electric equipments from summer to winter cars, or 
vice versa, should be charged to this account. 

The cost of equipments purchased to keep good the original number of 
equipments bhould be charged to this account. 

The cost of commutator brushes, incandescent lamps, oil and other 
supplies for the electric equipment of. cars should be charged to account 
No. 21. 

Following is a list of some of the items chargeable to this account : 

Armatures and parts. Labor. 

Bearings. Light circuits. 

Bolts. Lightning arresters and parts. 

Brasses — armature, axle, gear-case. Motor frames. 

Brush-holders and parts. Nuts. 

Canvas. Pinions. 

Circuits for heat, light, power. Plows, for underground trolley cars. 

Circuit breakers, automatic. Power circuits. 

Commutators and parts. Rheostats. 

Contact shoes for surface-contact cars. Screws. 

Contact shoes for third-rail cars. Shafts. 

Controllers and parts. Springs. 

Cotters. Steel. 

Cut-out boxes and parts. Storage batteries, for storage battery cars. 

Fields and parts. Tape. 

Frames for motors. Terminals. 

Freight. Tools. 
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Gears. 

Gear cases and parts. 

Hauling. 

Heat circuits. 

Insulating material. 

Iron. 



Trolley bases. 

Trolley forks. 

Trolley poles. 

Trolley wheels and parts. 

Washers. 

Wiring. 



ACCOUNT No. 8. 
MAINTENANCE OF MISCELLANEOUS EQUIPMENT. 

Charge to this account all expenditures for repairs and renewals of 
water-cars, sprinkling-cars, sand-cars, salt-cars, supply-cars, other work 
cars, snow-plows, sweepers, scrapers, miscellaneous snow equipment, wagons, 
and all other vehicles not operated for the purpose of revenue, including 
labor, material, tools, freight, hauling of material, and all other expenses 
incident to the work. 

Replacing horses lost by death or worn out in service, depreciation in 
value of horses, and repairs and renewals of all harness and vehicles should 
be charged to this account. 

Repairs and renewals of the electric equipment of all work cars, snow- 
plows, sweepers, etc., should be charged to account No. 7. 

Following is a list of some of the items chargeable to this account : 



Axles. 

Bolts. 

Brakes, hand or power. 

Brake appliances,, hand or power. 

Brake shoes. 

Brasses. 

Brass fixtures. 

Bumpers. 

Canvas. 

Cotters. 

Dashes and parts. 

Draw bars. 

Electroliers. 

Fenders and parts. 

Freight. 

Glass. 

Gongs. 

Grab handles. 

Hauling. 

Headlights and parts. 

Iron. 



Labor. 

Life guards. 

Lumber. 

Nails. 

Nuts. 

Oil boxes. 

Painting materiaL 

Pedestals. 

Pilots. 

Rattan for sweepers. 

Sand boxes, attached to work cars. 

Screws. 

Snow scrapers, attached to work cars. 

Springs. 

Steel. 

Tools. 

Trucks. 

Truck frames and parts. 

Washers. 

Wheels. 

Wood-work. 
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ACCOUNT No. 9. 
MISCELLANEOUS SHOP EXPENSES. 

Charge to this account all expenditures for repairs and renewals of shop 
tools, machinery and appliances, such as engines, boilers, shafting, motors, 
etc., used in general repair work, including labor, tools, coal, coke, lubricants, 
waste and other material, freight, hauling of material, fuel, light, water and 
ice, wages of master' mechanic, shop foremen, engineers, firemen, and other 
employes engaged in operating shop engine, and all other expenses incident 
to the general repair shops. 

Hand tools of mechanics or laborers used exclusively in connection with 
work chargeable to accounts Nos. i to 8, 14, 21, and 22. should not be charged 
to this account, but to the account benefited by their use. 

Following is a list of some of the items chargeable to this account : 

Light (lanterns and fixtures, oil, lamp- 
wick, torches, candles, incandescent 
lamps, arc light globes and carbons). 

Lubricants. 

Lumber. 

Motors and parts (for shop use only). 

Nails. 

Nuts. 

Piping. 

Pipe covering. 

Pipe fittings. 

Pulleys. 

Pumps. 

Screws. 

Shafting. 

Stacks. 

Steam fittings. 

Steel. 

Tools, machine. 

Tools, hand. 

Washers. 

Waste. 

Water. 

Welding Compounds. 



Belts and belt fixtures. 

Boiler and boiler fittings. 

Bolts. 

Brooms. 

Charcoal. 

Clutches. 

Coal. 

Coke. 

Cotters. 

Cranes. 

Draft machinery. 

Engines and parts. 

Engine appliances and fixtures. 

Fire brick. 

Fire clay. 

Forges. 

Freight. 

Fuel. 

Furnace and parts. 

Hauling. 

Heaters, feed water. 

Hoists. 

Ice, for ice water. 

Iron. 

Labor. 



ACCOUNT No. 10. 
POWER PLANT WAGES. 

Charge to this account all expenditures for labor in the power planl; 

except labor employed in making repairs or renewals. 

This includes the wages of the following employes : 

Boiler cleaners. Oilers. 

Chief engineer. , Other labor (boiler room). 
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Engineers. Other labor (engine room). 

Firemen. ' Switch board tenders. 

Coal passers. Water tenders. 

Generator tenders. 



ACCOUNT No. II. 
FUEL FOR POWER. 
Charge to this account all expenditures for coal, oil or gas used as fuel, 
or other fuel used at power plant, including freight and hauling. 

ACCOUNT No. 12. 
WATER FOR POWER. 

Charge to this account all expenditures for water used to produce steam 
or to operate a water-power plant. 

Income from the sale of power, to the extent only of the cost of producing the 
power sold, should be credited to operation of power plant. Profit or loss resulting 
from the sale of power should be carried directly to Income Account, as "Income 
from other sources," or as a -"Deduction from Income." 

ACCOUNT No. 13. 
IvUBRICANTS AND WASTE FOR POWER PLANT. 

Charge to this account all expenditures for lubrication of power plant, 
including oil, grease, waste, rags, etc. 

ACCOUNT No. 14. 
MISCELLANEOUS SUPPLIES AND EXPENSES OF POWER PLANT. 

Charge to this account all expenditures for operation of power plant not 
otherwise provided for. 

Following is a list of some of the items chargeable td this account : 

Boiler compound. Matches. 

Boiler inspection. Mops. 

Brooms. Oil cans. 

Brushes, flue. Packing. 

Brushes, for generators. Polish. 

Brushes, for scrubbing. Sand paper. 

Buckets. Soap. 

Chamois skins. Sponges. 

Dusters. Sprinkling cans. 

Emery cloth. Tools. 

Fire buckets. Water (except water charged in -account 

Fire extinguishers. No. 12). 

Garnet paper. Water gauge glasses. 

Hose. Waste cans. 

Ice, for ice water. 

Light (lanterns and fixtures, oil, lamp- 
wick, torches, candles, incandescent 
lamps, arc light globes and carbons). 
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ACCOUNT No. IS. 

HIRED POWER. 

Charge to this account all expenditures for power purchased from other 

companies or power plants. 

ACCOUNT No. i6: 

SUPERINTENDENCE OE TRANSPORTATION. 

Charge to this account wages of division superintendents, their assist- 
ants and aids, road officers, inspectors, and othecs employed in superintend- 
ing transportation. 

ACCOUNT No. vj. 

WAGES OF CONDUCTORS. 

Charge to this account wages of conductors engaged in operating reve- 
nue cars. 

ACCOUNT No. i8. 

WAGES OE MOTORMEN. 

Charge to this account wages of motormen engaged in operating reve- 
nue cars. 

ACCOUNT No 19. 
WAGES OP OTHER CAR SERVICE EMPLOYES. 

Charge to this account wages of starters, transfer agents, switchtenders,: 
trolley men, trail-car couplers, and other car service employes. 

ACCOUNT No. 20. 
WAGES OF CAR-HOUSE EMPLOYES. 

Charge to this account wages of car-house foremen; watchmen, car- 
placers, car-shifters, car and motor inspectors, car-cleaners, lamp and head- 
light-tenders, car-oilers, car-stove firemen, trolley-oilers, and other car-houser 
employes not engaged in making repairs or renewals. 

The cost of shifting cars for the purpose of repairs or renewals should, 
be charged to account No. 6 or 7. 

ACCOUNT No. 21. 
CAR SERVICE SUPPLIES. 

Charge to this account all expenditures for lubricants and waste for 
cars and electric equipment of cars, incandescent lamps, oil and other sup- 
plies for lighting cars, water and other supplies for cleaning cars, fuel for 
heating cars, bell and register-cord, trolley-rope, commutator brushes, tools- 
and other materials and supplies, except such as are used for repairs or 
renewals of cars or electric equipment of cars. 

Following is a list of some of the items chargeable to this account : 

Batteries, dry, for electric bells in cars. Lubricants. 

Bell cord. Matches. 

Brooms, for cars. Mops. 

Brushes, for car washing. Oil cans. 
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Brushes, for motors. 

Buckets, for car washing. 

■Candles. 

'Chamois skins. 

Chimneys, for headlights. 

Coal hods, for cars. 

Dusters. 

Fuel, for cars. 

Fuses. 

Hose, for car washing. 

Illuminating oil. 

Incandescent lamps. 

Kindling. 

Xrampwicks. 



Pokers. 

Polish. 

Rags. 

Register cord. 

Shakers. 

ShovelSi 

Soap. 

Sponges. 

Stove blacking. 

Tools. 

Trolley rope. 

Waste. 

Water, for car washing. 



ACCOUNT No. 22. 
MISCELI^ANEOUS CAR SERVICE EXPENSES. 

Charge to this account all expenditures for secret inspection, transfers 
and tickets, conductors' books, punchers, portable registers, tools for motor- 
men, employes' badges and uniforms ; cost of getting derailed cars on track 
and removing obstructions and wreckage; miscellaneous expenses of car- 
houses, iniluding fuel, light, water, (except water used for car washing), and. 
ice, and all other car service expenses not otherwise provided for. 

Water used for car washing should be charged to account No. 21. 

Following is a list of some of the items chargeable to this account : 



Badges, for employes. 

Buckets, for car-houses. 

Brooms, for car-houses. 

■Conductors' books. 

Conductors' fare boxes. 

Conductors' punches. 

-Fire buckets. 

Pire extinguishers. 

IFuel, for car-houses. 

Hose, for car-houses. 

Ice, for ice water. 

Xfight (lanterns and fixtures, oil, lamp- 
wicks, torches, candles, incandescent 
lamps, arc light globes, and carbons). 



Portable registers. 

Secret inspection expenses. 

Sprinkling cans. 

Tickets. 

Tools; 

Tools, for motormen. 

Transfers. 

Uniforms. 

.Water (except water for car washing). 

Wrecking expenses. 



ACCOUNT No. 23. 
CIvEANING AND SANDING TRACK. 

Charge to this account all expenditures for cleaning, erasing, watering, 
sprinkling, and removing dirt from track, sanding track, including wages 
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of men engaged in the work, cost of sand and of hauling, drying, and dis- 
tributing same, cost of track brooms and other tobls, curve grease, water 
for sprinkHng and watering track, and all other supplies and expenses inci- 
dent to the work. 

The cost of feed and keep of horses used in connection with this work 
should be charged to account No. 30. 

The cost of repairs and renewals of harness and wagons, water, sprink- 
ling, and sand-cars used in connection with this work should be charged to 
account No. 8. 

This account should not include cost of sprinkling rendered necessary 
by repairs or construction of track or paving. 

The cost of sprinkling street (except tracks) in front of or adjacent to 
company's property should be charged to account No. 32. 

Following is a list of some of the items chargeable to this account : 

Curve grease. Shovels. 

Fuel, for cand dryer. Track brooms. 

Sand. Track brushes. 

Sand dryer and parts. Water. 



ACCOUNT No. 24. 
REMOVAL OF SNOW AND ICE. ' 

Charge to this account all expenditures for removal of snow an<J ice 
from tracks, whether done by the company or otherwise, including labor, 
material, tools, and expenses, cost of salt and delivering of same in car- 
houses or bins, and the wages of men engaged in salting track and operating 
snow-plows, sweepers, scrapers, etc. 

The cost of feed and keep of horses used in connection with this work 
should be charged to account No. 30. 

The cost of repairs and renewals of harness, wagons, salt-cars, snow- 
plows, sweepers, scrapers, and miscellaneous snow equipment used in con- 
nection with this work should be charged to account No. 8. 

ACCOUNT No. 25; 
SALARIES OP GENERAL OFFICERS. 

Charge to this account salaries of president, vice-president, secretary, 
treasurer, auditor, general manager, assistant general manager, chief 
engineer, general superintendent, purchasing agent, and all other oflficers 
whose jurisdiction extends over the entire system. 

ACCOUNT No. 26. 
SALARIES OF CLERKS. 
Charge to this account the salaries of book-keepers, cashiers, receivers, 
pa5rmasters, stenographers, clerks employed in counting cash, tickets and 
transfers, and all other clerks employed in the general office or elsewhere. 
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ACCOUNT No. 27. 
PRINTING AND STATIONERY. 

Charge to this account all expenditures for printing, stationery and 
stationery supplies, except as hereinafter provided. 

The cost of printing tickets and transfers should be charged to account 
No. 22. 

The cost of printing briefs and other legal papers should be charged to 
account No. 34 or 35. 

The cost of printing signs, posters and other advertising matter should 
be charged to account No. 31. 

Following is a list of some of the items chargeable to, this account: 



Arm rests. 

Binders. 

Blanks. 

Blank books. ' 

Blotters. 

Blotting paper. 

Carbon paper. 

Coin bags. 

Copy (impression) books. 

Copying brushes. 

Dating stamps. 

Envelopes. 

Eyelets. 

Eyelet punches. 

Erasers. 

Hektographs. 

Indexes. 

Ink. 

Ink stands. 

Ink erasers. 

Letter presses. 

Mechanical calculators. 

Mimeographs. 

Money tags. 

Money wrappers. 

Mucilage and brushes. 

Numbering stamps. 

Oil paper. 

Paper (all kinds). 

Paper baskets. 

Paper clips. 



Paper cutters. 
Paper fasteners. 
Paper files. 
Paper weights. 
Pencils. 
Pencil erasers. 
Pens. 

Pen holders. 
Pen racks. 
Pins. 

Printing (except printing charged to ac- 
counts Nos. 22, 31, 34, 35). 
Rubber bands. 
Rubber stamps. 
Rulers. 
Scrap books. 
Sealing wax. 
Seals. 
Shears. 
Shipping tags. 

Shipping tickets. ^ 

Short-hand books. 
Sponges. 
Sponge cups. 

Tissue (impression) paper. 
Type writers. 
Type writer supplies. 
Twine. 

Waste baskets. 
Wrapping paper. 



ACCOUNT No. 28. 
MISCELLANEOUS OFFICE EXPENSES. 

Charge to this account the cost of office supplies, repairs, and renewals 
of office furniture, wages of janitors, porters, and messengers, and all other 
office expenses. 
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The cost of printing, stationery, and stationery supplies should be 

charged to account No. 27, except as otherwise provided. 

Following is a list of some of the items chargeable to this account : 

Brooms. Newspapers. 

Brushes. Periodicals. 

Buckets. Postage. 

Chamois skin. Soap. 

Dusters. Sponges. 

Fuel. Sprinkling cans. 

Ice. Towels. 

Internal revenue stamps. Towel service. 

Light. Water. 
Maps. 



ACCOUNT No. 29. 

STORE-ROOM Expenses. 
Charge to this account all salaries and expenses in connection with 
store-rooms, including cost of sending material and supplies from general 
store-room to branch store-rooms, and the collecting of scrap material. 

ACCOUNT No. 30.:' ' 
STABILE EXPENSES. ' ' 

Charge to this account the cost of feed, keep, and shoeing of horses, and 
all other stable expenses. 

This account should include the stable expenses of all horses, regardless 
of where they are used. 

Replacing horses lost by death or worn out in service, depreciation in 
value of horses, and repairs and renewals of harness and vehicles should be 
charged to account No. 8. 

Following is a list of some of the items chargeable to this account : 

Bedding. Horseshoeing supplies. 

Blankets. Horseshoeing (by contract). 

Brooms. Hose. 

Brushes. Hostlers, wages of. 

Buckets. Ice. 

Chamois skin. Light. 

Curry combs. Medicine. 

Dusters. Salt. 

Feed. Sponges. 

Fire buckets. Sprinkling cans. 

Fire extinguishers. Stablesmen, wages of. 

Fuel. Veterinarian (salary or fees). 

Horseshoers, wages of. Water. 



515 



ACCOUNT No. 31- 
ADVERTISING AND ATTRACTIONS. 

Charge to this account the cost of advertising of every description, 
including printing hand-bills, dodgers, posters, folders, etc., net expense of 
music, parks, park properties and resorts (after deducting all income from 
admittance fees, sale of privileges, etc.), and all donations made and other 
expenses incurred for the purpose of attracting travel. 

ACCOUNT No. 32. 
MISCELLANEOUS GENERAL EXPENSES. 

Charge to this account the cost of public telephone service, maintaining 
and operating private telephone system, telegrams, subscriptions, and dona- 
tions (except those provided for in account No. 31), traveling expenses of 
general officers and others connected with general office, and contingent 
expenses connected with the general management not otherwise provided for, 

ACCOUNT No. 33- 
DAMAGES. 

Charge to this account all expenditures on account of property damaged 
and persons killed or injured, salaries and expenses of claim agents, investi- 
gators, adjusters, and others engaged in the investigation of accidents and 
adjustment of claims, salaries, fees and expenses of surgeons and doctors, 
nursing, hospital attendance, medical and surgical supplies, fees, and 
expenses of coroners and undertakers, fees of witnesses and others, except 
lawyers' fees and court costs and expenses. 

Following is a list of some of the items chargeable to this account : 

Accident insurance premiums. Funeral expenses. 

Adjusters' expenses. Hospital expenses. 

Adjusters' salaries. Investigators' expenses. 

Claim agents' expenses. Investigators' salaries. 

Claim agents' salaries. Medical supplies. 

Coroners' fees and expenses. Nurses' expenses. 

Damage claims for ejectment from cars. Nurses' fees. 

Damage claims for electrolysis. Premiums for accident insurance. 

Damage claims for Horses killed or injured. Surgeons' expenses. 

Damage claims for persons killed or in- Surgeons' fees. 

jured. Surgeons' salaries. 

Damage claims for property damaged. Surgical supplies. 

Damage claims for wagons or vehicles Undertakers' expenses. 

damaged. Undertakers' fees. 

Doctors' expenses. Witnesses' expenses. 

Doctors' fees or salaries. Witnesses' fees. 
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ACCOUNT No. 34. 

i,i;gai, expenses in connection with damages. 

Charge to this account all legal expenses incurred in connection with 
the defense or settlement of damage claims. 

The compensation of the general solicitor or counsel and other attorneys 
engaged partly in the defense and settlement of damage suits and partly in 
other legal work should be apportioned between this account and account 
No. 35. 

The term "legal expenses" should be understood to include the salary of 
general solicitor or counsel, salaries, fees, and expenses of attorneys, fees of 
court stenographers, unless included in court costs, cost of law-books, print- 
ing of briefs, court-records, and other papers, court costs, expenses connected 
with taking depositions, and all other court expenses. 

ACCOUNT No. 35. 
OTHER LEGAL EXPENSES. 

Charge to this account all legal expenses, except those incurred in con- 
nection with the defense or settlement of damage claims. 

The compensation of the general solicitor or counsel and other attor- 
neys engaged partly in the defense and- settlement of damage suits and 
partly in other legal work should be apportioned between this account and 

account No. 34. 

ACCOUNT No. 36. 

RENT OE LAND AND BUILDINGS. 

Charge to this account all rents paid for land and buildings used in the 

operation of the road. 

ACCOUNT No. Z7. 

BENT OE TRACKS AND TERMINALS. 

Charge to this account all rents paid for tracks and terminals, bridge 
rentals, and tolls. 

The word terminals is not meant for depots, car-houses, or other build- 
ings at the termini of the road. Rents for these should be charged to No. 36. 

ACCOUNT No. 3& 
INSURANCE. 

Charge to this account the cost of fire and boiler insurance. 

Taxes on real and personal property used in the operation of the road, 
track taxes, franchise taxes, taxes upon capital stock, taxes upon gross earn- 
ings, car licenses and other vehicle licenses should be treated as fixed charges 
to be deducted from gross income. 

In monthly reports, the month's proportion of each item under "Income 
from Other Sources," "Deduction from Income," and "Deductions from 
Net Income" should be debited or credited, currently, each month, if the 
exact amount is not known, it should be estimated. 
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In monthly reports, charge to accounts, Nos. 36, 37, and 38, respect- 
ively, the month's proportion of the total annual charge for rent of land and 
buildings used in the operation of the road, rent of tracks and terminals, 
insurance, as nearly as the same can be ascertained, and not the amount 
which may have been actually paid in the month. 

If a company conducts the business of selling or renting advertising 
space in its cars, instead of leasing the privilege so to do to someone else, the 
amount shown as "Income from Advertising" should be the net income from 
this source after deducting all expenses of conducting the business. 

"Income from Rent of Land and Buildings" refers to rents received 
from real estate not used in the operation of the road, and the amount shown 
in the report should be the net amount received after deducting all taxes, 
insurance, water rents or rates, cost of repairs, and other expenses connected 
with such real estate. 

Under "Miscellaneous Income" should be shown the income from sale 
of power in excess of the actual cost of producing the power sold. 

Income from the operation of parks, park-resorts, or similar property, 
should appear under "Miscellaneous Income," and the amount shown should 
be the net amount received after deducting all expenses connected with such 
operation. 

If advertising results in a loss, if power is sold at less than the cost of 
producing it, or if the expense in connection with real estate not used in the 
operation of the road exceed the income from that source, the loss or. deficit 
should appear under "Miscellaneous Deductions from Income." 

If deficit be shown in monthly or annual report, substitute the word 
"Deficit" for "Surplus." 

EMBEZZLEMENT.— (Com. Law).— The fraudulent appropriation 
to one's own use of the money or goods entrusted to one's care by another. 

The fraudulent appropriation of property by a person to whom it has 
been intrusted or to whose hands it has lawfully come. It is distinguished 
from larceny in the fact that the original taking of the property was lawful 
or with the consent of the owner, while in larceny the felonious intent must 
have existed at the time of the taking. 

EMPLOYED. — (Com. Law). — The act of doing a thing, and the 
being imder contract or orders to do it. 

EMPLOYEE. — (Com. Law). — ^A person employed. But used 
ordinarily to signify a person in some official employment. Though it is 
not confined to any official employment, it is understood to mean some 
permanent employment or position. It has been held to mean anyone who 
renders service to another, and has been extended so far as to embrace an 
attorney or counsel. Also, one who received 5 per cent, of the cost for 
superintending the erection of a warehouse was held to be an employee. 
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EMPLOYES LEDGER.— Where the number of employes is large and 
there are frequent charges to them for goods, or supplies furnished, it is 
customary to keep a separate employes ledger, taking the total outstandings 
once a week or once a month into the general ledger to the debit of a repre- 
sentative account called "Employes Ledger Account." 

When a pay roll is made up the amounts due by employes are deducted, 
and the following entry made on the cash book : 

On the cash received side — Employes Ledger, for amount of deductions 
from pay roll. 

On the cash paid side — Pay Roll, for week or month ending, etc. ( Gross 
amount of pay roll) . 

ENDORSE.— (Com. Law).— See Indorse. 

ENDORSED BONDS.— A term used oh the Stock Exchange to 
describe bonds endorsed by transfers, assignments, releases, etc. 

ENGAGEMENT.— (Com. Law).— A contract. The obligation 
arising from a quasi contract. The terms obligation and engagement are 
said to be synonymous, but some codes seem specially to apply the term 
engagement to those obligations which the law imposes on a man without 
the intervention of any contract, either on the part of the obligor or the 
obligee. An engagement to do or not to do something amounts to a 
promise. 

ENGLISH MONEY.— See Coins. 
' ENGROSS. — (Com. Law).— To copy the rude draft of an instru- 
ment in a fair, large hand. To write out in a fair, large hand on parchment. 

ENHANCED. — (Com. Law). — Any increase in value, however caused 
or arising. 

ENTRY. — (Com. Law). — The act of setting down the par- 
ticulars of a sale, or other transaction, in a merchant's or tradesman's 
account books ; such' entries are in general prima facie evidence of the sale 
and delivery, and of work done, but unless the entry be the original one, 
it is not evidence. 

ENTRY CLERK. — The clerk who enters the orders or sales in order 
book or sales journal. 

EQUATION OF PAYMENTS.— See Averaging Accounts. 

EQUIPMENT ACCOUNT. — An account representing expenditures 
on equipment of rolling stock of railroads, machinery for manufacturing 
establishments, etc. This title is not often used, as it is considered preferable 
to designate, by the names of the accounts, the different kinds of equipment 
purchased. 

ERASURE.— (Com. Law). — The obliteration of a writing. The 
effect of an erasure is not per se to destroy the writing in which it occurs, 
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but is a question for the jury, and will render the writing void or not, 
under the same circumstances as an interlineation. 

ERASURES.— The use of erasures in books of account for |:he purpose 
of correcting errors should be steadfastly discouraged. If an amount has to 
be changed on a cash book, journal, or ledger, the particulars of the change 
should accompany same, so that the reason of the change is readily apparent. 
Some complain that the correction of entries in a ledger mars its appearance, 
but the fact remains that thereafter an erasure is generally regarded with 
more or less suspicion by those who may find it necessary or desirable to 
look over or examine the books, and it is sometimes exceedingly difficult 
for a book-keeper to make a satisfactory explanation as to why such and 
such an entry was erased and some other figure substituted. 

The erasing qualities of the high-class linen ledger papers on the mar- 
ket are therefore not entirely an advantage. 

Error account.— An account called "Error Account" is fre- 
quently opened in cases where a book-keeper, undertaking the duties of a new 
position, finds the books out of balance. On bringing the matter to the 
attention of his employers they will probably tell him to keep up the current 
work and endeavor to balance the books in his leisure intervals. In order, 
therefore, to have a clean start for his own work he opens an error account 
and charges or credits to same the amount of the difference between the debit 
and credit columns of the trial balance. He will then adjust by journal / 
entry such errors as may be found from time to time in the work of the 
preceding book-keeper, charging or crediting Error Account until jjt is 
extinguished. 

ERRORS.— See "Detection of Errors." 

ESTIMATED PROFITS (TREATMENT OF).— At the end of the 
fiscal year it is natural that the officers of a corporation should wish to make 
the best possible showing of the results of their management, and to avoid 
any comparison with previous years' results which may appear unfavorable. 
For this reason the secretary, in making up his statistical statements, scans 
with a covetous eye the record of unfilled orders, or unfinished contracts, and 
takes serious counsel with himself as to how much anticipated profit he can 
include without jeopardizing his reputation as an accountant. 

The subject seems to divided naturally into four main sections — 

1. Unfilled orders. 

2. Goods sold for future delivery. 

3. Uncompleted orders. 

4. Unfinished contracts. 

An unfilled order may be defined as an order waiting arrival of goods 
necessary to fill it. The sale has been made, but the jobber is temporarily out 
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of stock of the article ordered. A bill has been received from the manufac- 
turer advising shipment, but the goods are not yet to hand. 

In this case the secretary is justified in considering the profit on the 
unfilled order as earned when the sale was made, but he must be careful not 
to credit sales account with the total of such unfilled orders unless he also- 
debits purchase account with the total cost. 

In the case also of manufacturers' agents who obtain orders on com- 
mission, the manufacturer shipping the goods — the commission is earned 
when the sale is made, and the order placed with the manufacturer, as the- 
agent has no responsibility in connection with filling the order. It is usual 
for such agents to render a periodical statement to the manufacturers show- 
ing sales made and commissions due, including only those sales of which the 
manufacturers have advised shipment, the agents' books being made up tO" 
correspond with the periodical statements. In order to include these cur- 
rent profits (not yet cha'-ged to the manufacturers) in the statement of the 
year's revenue it may be found convenient to open an account with 
"unshipped orders," charging this account with commission earned on such 
orders and crediting profit and loss. Then, as the orders are shipped, the 
commissions can be charged to the manufacturers and credited to unshipped 
orders account. 

Goods sold for future delivery differ from unshipped orders in that the 
former are not required until a certain specified time, and the profit made on- 
such sales should, therefore, fall within the period fixed for delivery. 
Where, however, goods are contracted for some time ahead to make sure of 
delivery at a certain date, and such goods are actually manufactured and. 
stand ready for shipment on the given date — it is reasonable to take credit 
for the profit on the sales, although the goods are neither shipped, nor billed.. 

But where a coal merchant, for instance, contracts to furnish a certairt 
quantity of coal within a given period at a certain price per ton — the profit 
should be distributed over the various deliveries ; and when a yearly contract, 
is taken for advertising in a monthly magazine the profit from such contract, 
is distributed over the twelve monthly insertions of the advertisement. 

Uncompleted orders in the factory are a source of very considerable 
trouble to the secretary because of the difficulty of estimating correctly the 
proportion of profit on the proportion of work done. In most manufactories, 
where goods are manufactured for the general trade, it is customary to- 
include the cost of work in progress as an asset and to take credit for profit 
only on completed articles. Where, however, the complete cost of an article is- 
known and the selling price is fixed by adding a certain percentage to cost — 
there is no reason why that percentage of the work actually accomplished 
should not be included in the year's profits. 
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With unfinished contracts it is still more difficult to deal, for the reason 

sthat it is frequently troublesome, and sometimes impossible, to accurately 
estimate the cost of work necessary to complete. When contracts are taken 
for ^uilding, iron, or architectural work, it often happens that certain condi- 
tions are overlooked when figuring on the contract and that ultirhately the 
work results in a loss. Only when such a contract is approaching comple- 
tion is it perfectly safe in a great many cases to take credit for the anticipated 

-profit, and the proper method is undoubtedly to estimate the cost of the work 
remaining to be done, add to that amount the cost of work already completed 
(which will give the total profit on the contract), add proportion of profit to 

■cost of work remaining to be done and treat this amount as- a reserve against 
the contract price, which has been credited to the contract account. 

In the case of contracts the work on which is not far advanced, and in 
regard to which the cost of the balance of the work cannot be accurately 

• estimated, the actual expenditure should be treated as an asset, and no provi- 
sion made for estimated anticipatory or prospective profits on the balance 
sheet. 

It should always be borne in mind that the annual financial statement 

^should make an accurate presentment of the condition of the business, and 
that any speculative or unjustifiable inflation of income, by the inclusion of 

•over-estimated anticipated or prospective profits, will but react upon the 
showing of the business for thd following year, and throw discredit upon the 
judgment of the officer responsible for the inaccurate statement of the previous 
year. 

ESTOPPEL. — (Com. Law). — The preclusion of a person from 
asserting a fact by previous conduct inconsistent therewith, on his own part 
•or on the part of those under whom he claims, or by an adjudication u^^on 
his rights which he cannot be allowed to call in question. 

EVIDENCE. — (Com. Law). — That which tends to prove or disprove 
-any matter in question, or to influence the belief respecting it. 

EXCHANGE. — The charge made by a bank for clearing country or for- 
■eign checks, representing cost of collection. 

The fluctuation of exchange may be explained as follows : 

For small sums, say for $500 or less. New York or Chicago exchange 
:always sells at a premium of about o. i per cent. This is to pay the bank for 
its trouble and for the expense of shipping the money when its balance at 
New York or Chicago gets low. Banks usually buy New York or Chicago 
drafts at par, that is, at their face value, thus making no charge for cashing 
them. 

But on large sums the rate of exchange varies. If the San Francisco 
"banks owe the New York banks $1,000,000, they must send that amount by 
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express, an expensive proceeding. If a man in San Francisco at that time 
wished to buy a draft on New York for $10,000 they would charge him more 
than usual because they would have to express that much more to New York. 
But if a man in New York wished to buy a draft on San Francisco he might 
buy it for $9,999 or less, because they would get their money at once, and the 
risk and expense of transmitting it would be saved. 

The premium discount is usually quoted as a certain per cent on the face 
of the draft, but sometimes as the amount of $1,000. Thus the quotation of 
y^ per cent premium is the same as that of $2.50 premium. 

See also "Collection and Exchange." 

Exchange — (Com. Law). — a negotiation by which one person 
transfers to another funds which he has in a certain place, either at a price 
agreed upon or which is fixed by commercial usage. 

EXCISE. — The duties levied on the manufacture and sale of domestic 
commodities or articles intended for home consumption. 

EXPENSE. — Expenditures which are not directly remunerative, and 
are therefore charged direct to Profit and Loss. Thus labor employed in 
manufacturing is termed productive expense as against office labor, which is 
not directly productive, although it shares in the general, organization of the 
going business and should share in the credit of building up and maintain- 
irg that business as a going concern. i 

Different kinds of expenditures should not be durnped into a General 
Expense Account any more than different kinds, of purchases, sales, goods 
returned, etc., should be dumped into a Merchandise Account. The intelli- 
gent merchant requires a comparative record of the different classes of his. 
expenditures which will show if they are justifiable considering the volume of, 
business, or if they are excessive and the result of a careless and lax admin- 
istration. 

Separate accounts should be kept with advertising, postage, salaries, 
express, selling expenses, etc., so that the fact of their being normal and not 
extraordinary may be, ascertained at any time without the trouble of analyzing 
the Expense Account by drawing off lists of the different items under their 
separate headings , 

Where a business is divided into departments, the cost of administra- 
tion may be pro rated according to the volume of business done. If, for 
instance, certain employes are engaged in working for separate depaftments 
and an accurate account cannot be kept of this time spent by each employe 
in each department, then the cost of their services may be pro rated according 
to the amount of turnover of each department. Such percentages are fre- 
quently ' computed on gross sales, but it is considered preferable and more 
equitable to compute them on the turnover. 
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For the proper distribution of expense to Trading and Profit and Loss 
Accounts see "Trading Account" and "Profit and Loss Account." 

Where the distribution of expense to different accounts would necessi- 
tate a large number of separate accounts, the following method has some- 
times been adopted, although the advantages of such a system do not seem 
particularly obvious, as in the one case the distribution is made in the ledger 
by means of separate accounts, and in the other case the distribution is made 
in an auxiliary record book involving duplication of entries and work. 

"In planning books for a manufacturing concern 29 sub-heads have 
been found. To open 29 accounts in the general ledger, would mean a heavy 
burden on the book-keeper, and a columnar arrangement of the cash book 
with a column for each sub-head would be too unwieldy. 

The plan adopted, therefore, in this case is as follows : 

DISTatBU-rlON OF CCNERAL EXPENSE ACCOUNT 
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"There is but one 'expense' column in the cash book, the footings of 
which are carried along and posted but once a month to the expense account 
in the general ledger. This makes it easier for the trial balance, by far, than 
as if there were 29 separate expense accounts. Then there is a separate book 
for the 'Distribution of General Expense, etc,' which is a sort of voucher 
record minus the voucher feature, and with this difference, tl;iat the names of 
accounts are printed one below the other at the left-hand margin of the page, 
instead of being printed across the top of the page. The rest of the page is 
ruled in columns, a column for a day, into which the items are entered daily 
opposite the proper names, and a daily footing made with must agree with 
the amount by which the expense account in the cash book has been increased. 

"When the page is full a cross-addition is made of each account and the 
grand total proved by adding the several totals of columns on the page. The 
totals are forwarded to the next page, and at the end of the month transferred 
to the back of the book to columns headed January, February, etc. At the end 
of the year a grand summary is made by cross-addition. The monthly totals 
must agree with the expense account in the general ledger. 

"With a little practice one can add across the page as quickly and as 
accurately almost as down the page." 

The following advantages are claimed for this book : 
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First. The work is condensed and a large proportion of the space is 
utilized. ' 

Second. The printer does most of the work. The book-keeper must 
only fill in the figures. 

Third. It is much easier than posting to separate accounts, with none 
of the disadvantages and securing all the results of a separate account posting. 

Fourth. It shows the expense statistics in tabular form week by week, 
month by month and year by year, and any desired reference or comparison 
can be made almost instantaneously. 

EXTINGUISHMENT OF A DEBT.— (Com. Law).— Destruction 
of the debt. This may be done by the recovery of a judgment; by the 
acceptance of a higher security, and, when the debt is evidenced by a note, 
by a surrender of the note. 

As to effect of payment in extinguishing a debt, see PAYMENT. 

EXPRESS. — An account which represents expenditures on account of 
express charges. 

For proper distribution to Trading or Profit and Loss Account, see 
under these respective headings. 

EXPERT ACCOUNTANT.— One proficient in the science and prac- 
tice of accounts. 

EXECUTORSHIP ACCOUNTS.— All who have ever had anything to 
do with the administration of an estate know that the responsibilities are grave 
ones, and that in the majority of instances the office is a thankless task. It is 
also well known that as a rule executors and administrators get little or noth- 
ing for their services, unless it be specified in the will that the trustees are 
to be allowed either as specified sum or fair remuneration for their services, 
otherwise actual expenses are the limit that can be claimed. Although the 
executor can get nothing for himself for work on account of the estate of 
which he is the trustee, yet he is always empowered and has the right to engage 
the services of a solicitor or accountant to do the work. They may be paid, 
but not their employer. The keeping of the accounts, and the preparation of 
the necessary statements, is work that may be given over to the accountant, 
and the executor must Become responsible for the correctness of the work 
of his book-keeper. It is obvious, therefore, that if the work is to be well 
done and properly, that the accountant must have a thorough knowledge of 
the laws and principles underlying accounts of this nature. Heretofore it has 
been oftener the case that the preparation of accounts and the proving thereof 
have been the work of the solicitor rather than of the accountant, but it is now 
becoming understood that this is peculiarly the province of Accountancy, 
and reports by expert accountants are becoming more common, and are, 
especially in England, recognized and acted upon by the courts. Judges do 
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not hesitate to accept the findings and reports of members of the Institute of 
Chartered Accountants, and place upon such reports the stamp of their 
approval. 

It would be difficult to prepare a paper which would cover in detail the 
laws of the various states of the union, and for this reason it is well perhaps 
if in this case the principles governing the keeping of the account shall be 
stated only in a general way, leaving the detail to be worked out by the 
accountant according to the laws and rules of the particular state in which 
the will is probated. 

The first duty of the executor is, of course, the proving of the will or the 
taking out of letters of administration. This just means that the executor 
places on record evidence of his rights in the handling of the estate or prop- 
erty of the deceased. An inventory of the property is fi! :d. This covers the 
real and personal estate, and the latter takes in everything not covered by the 
former, as cash in hand and in bank, household effects, stocks or funds, rents 
of freehold or leasehold property due at death, life insurance policies, pro- 
prietory shares in public companies, or private companies, with dividends 
due, money invested in mortgages or bonds and interest thereon, good will, 
stock in trade, book debts, bonds and bills, farming stock and all other per- 
sonal property. 

About the only book that the average executor keeps is a cash book, 
which shows receipts and payments, but with particulars so vague and indis- 
tinct that very often the work of preparation of the accounts is difficult and 
perplexing. No rules are anywhere laid down for the exact manner in which 
accounts of this class are to be kept, and because of the fact that the executor's 
work is generally a labor of love, it is scarcely to be wondered at if the accounts 
are loosely and carelessly kept. In an ordinary estate where there are not 
many varied sources of income to deal with, or much real estate to look after 
and manage, and but few heirs amongst whom distribution is to be made, 
for the purpose of keeping the accounts up to the preparation of the final 
accounting, a simple cash book will suffice. The cash book should show on 
the debit side, in columns, and with full details, the amounts realized from 
the sale of properties and securities as principal, and the income, and if the 
estate runs for a considerable period, investments. On the credit side also 
use columns, as many as are necessary, one for expenses, one for debts, one for 
investments, and one for payments to legatees and heirs. I recommend the 
use of total columns on both debit and credit sides, in which to carry the total 
of both debit and credit with every entry. 

For larger estates it becomes necessary to keep the accounts in a more 
clear and concise manner than is possible with the simple cash book. The 
simpler the accounts are, the better, so long as they contain all the data that 
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is necessary. A cash book and ledger will answer the purpose of any estate^ 
with subsidiary books, as for recording rents, bills and mortgages receivable, 
and whatever other books the nature of the estate may require. I omit the. 
journal for the reason that it is particularly desirable that the fullest explana- 
tions shall be made in the books of original entry, and that the ledger and cash, 
book shall contain these, so that in referring to any of the transactions of the; 
estate recourse will not be necessary to' any other book. One authority, in 
dealing with executors' accounts, suggests as advantageous the making of a. 
preliminary draft of the arrangement of the accounts. In the process of your 
work you are almost sure to meet with items requiring explanation before you. 
can decide to which particular account they should be placed, or what propor- 
tion of them is capital and what income. You will be indeed fortunate if in: 
the course of your work, you do not find it necessary to make alterations and. 
corrections. And for this purpose he suggests two ordinary cheap books, 
with paper binding, and both ruled alike, that is, in the form of an ordinary 
cash book with double cash columns, using one for the cash book and the other- 
for.the ledger. 

As in the opening of any kind of a business, the terms and conditions- 
and material which form the opening accounts of the business should be set 
forth in full, so with the accounts of an estate, the will should be carefully 
scanned, and an abstract, or indeed the whole will might be copied into the be- 
ginning of the cash book or ledger. Besides this, it is well to enter the date of 
death of the testator, date of grant of probate, the names and addresses of the 
legatees, the executors, and such other information as you may be able to- 
obtain. Such a proceeding as this will effect a wonderful saving of time after- 
ward, especially if the trust be one of long duration. A copy of the inventory 
should be written into the cash book following the particulars above set out, 
after it has been verified as to its correctness, noting any discrepencies. The- 
opening entries will then be ready to be made in your books. In the cash book, 
which is in reality also a journal, you credit capital and charge the various, 
accounts of which the estate is composed. Separate accounts should be 
opened for each parcel of real estate, and opposite it should be placed the 
incumbrance, if any exist, against it. The capital account should show the: 
total estate of the testator, and should agree with the inventory. As happens, 
frequently, certain parcels of the real estate may be willed directly to the leg- 
atees. Having credited capital account with these, in order to show the con- 
dition of the estate at the time of death of the testator, it becomes necessary- 
to make a further entry, crediting capital account and charging the legatee. 
Having gathered together all the materials mentioned above, the books should 
now show and contain an account of the assets of the testator, with which the 
executors have to do. The next to proceed with is the dealings of the estate, 
which comprise the transactions of the executors, and as to these I cannot do.- 
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better than quote shortly from a paper on this subject recently prepared and 
Tead by the president of the Institute, with whose views I coincide. 

As the transactions of the executors consist entirely of receipts and pay- 
ments, they appear in the form of the cash account, the entries being made in 
the order of date on which the transactions occur. The first entry will be cash 
in the house. Then following will come the sum received in payment of the 
back debts, proceeds of shares and other investments realized, also rents and 
.dividends, interest, etc., received. These are income. Cheques drawn on the 
bank are also receipts from the bank, being the money drawn out to discharge 
debts. The use of the columnar cash book will save considerable labor, 
•especially as all receipts should be paid into the bank, and all moneys paid by 
■cheque. Next on the credit side will appear all payments made by the execu- 
tors on account of the debts of the decreased, or for which his estate is liable. 
There should be a careful keeping of vouchers for all the payments, and a 
division should be kept as between payments of accounts incurred previous to 
■death or following, in order that they may be ultimately entered in the proper 
account. The ordinary payments of the average estate will be found to com- 
prise the following: i. Probate and administration, which includes fees 
payable on the grant of the probate. 2. Funeral expenses, with all that that 
implies. 3. Executorship expenses, including valuation fees, law costs, 
accountant's charges, travelling expenses and other expenses incident to such 
a trust. 4. Debts owing by the testator, as rents, wages, and taxes. 5. 
Debts on mortgage, if any, with interest due at death. 6. Debts on bonds 
and other securities. 7. Pecuniary legacies. 

Care must be taken to post all the sums received on account of income 
■separate from the receipts on account of capital. 

In closing up the accounts, transfer to Capital Account must be made of 
the items, as in Section 2 enumerated above, and any excess of receipts in the 
realization of the property over the amount at which inventoried, on the 
■credit side, and on the debit side any deficiency which may have arisen from 
the same source. These matters having been attended to, the books will then 
show just what is left which is available for legacies and bequests, and this 
should be distributed amongst those entitled to it. In case any portion of the 
•estate is still unrealized, or there are any debts against the estate outstanding, 
it is necessary that reserves should be made sufificient to cover these points. 
Annuities should be provided for by the investment, in an absolutely safe 
■manner of such a sum as will produce with the interest annually, the required 
sum. 

Having closed up these matters, the proving or passing of the accounts 
laecomes necessary, and the preparation of statements to this end is next in 
order. Just what form these statements or schedules take, depends largely 
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upon the law governing these matters in the particular locality or state. In 
New York the forms furnished and required by the Surrogate Court are: 
A — Receipts. B — Losses. C — Expenses. D — Debts. E — Payments to 
legatees. F — Names of persons entitled to share in the estate. G — Other 
information. H — Property or estate undisposed of. These forms are self 
explanatory, and, eliminating "F," which is merely a memorandum, should 
be self-balancing. 

The accounts having been filed, are subject to examination and objection 
by any person interested in the estate, and reference is had to the proper 
authority for adjudication of any differences which may arise. If the objec- 
tions are sustained the accounts must be varied accordingly ; if no change is 
effected as a result of the protest, the accounts are then settled, and the decree 
which makes them binding is issued. 

P. H. Macpherson, C. A. 

FACE.-:- ( Com. Law) . — The words of a written paper in their apparent 
or obvious meaning, as the face of a bill, note, check, etc. 

The face of a judgment is the sum for which it was rendered, exclusive 
of interest. 

FACTOR. — (Com. Law). — ^An agent for the sale of goods in his 
possession or consigned to him. 

An agent employed to sell goods consigned to him by or for his prin- 
cipal, for a compensation. 

A factor may buy and sell for his principal in his own name, as well as 
in the name of his principal, and in this respect he differs from a broker who 
should buy and sell in the name of his principal only. A factor is intrusted 
with the possession, management, control and disposal of the goods, and has 
a special property in and a lien on them, while a broker has no such posses- 
sion, management, control or disposal of the goods nor property in, nor lien 
on them. The term factor is used but little in the United States, the business 
is done by commission men, except in the southern states. 

FACTORY COST ACCOUNTING.— 

Primary Principles. — In these days of keen competition it may safely 
be said that in a manufacturing business of any kind it is absolutely necessary 
to keep an accurate account of the actual cost of the article manufactured, and 
to establish such a system of estimating costs that contracts shall not be taken 
at a loss, and that goods shall not be ignorantly sold at a loss. 

Numberless failures can be traced to an inefficient system of estimating 
or recording manufacturing costs, the merchant being unable to discover 
where he was losing money, and consequently being unable to apply the 
required remedy. 
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The merchant should be in a position to ascertain at any time the actual 
cost of production of any article manufactured, and to check the cost of 
production of such articles by a comparison with previous costs. It should 
also be possible for him to receive a report at any time required of the raw 
material, articles in process of manufacture, and manufactured articles on 
hand, without the tedious process of taking inventory, and the method of 
arriving at this estimated inventory should be so perfect that it will agree 
with the actual inventory whenever the latter may be taken for purposes 
of verification. 

Some authorities consider that into this question of cost of production 
should also enter storage of manufactured goods, rent of factory, erection of 
plant, manufacture and depreciation of machinery and tools, and similar 
expenditures. 

We believe, however that it is best to include only those expenditures 
iwhich vary in proportion to the volume of production, afterwards pro-rating 
capital expenditures in fixing the prices at which the manufactured articles 
are to be offered for sale. 

Generally speaking, therefore, our cost records must provide for : 

Purchase of raw material. 

Returns and allowances claimed on account of imperfections, etc. 

Labor. 

Other factory expenditures. 

Manufactured stock. 

In a factory of any size the best plan is to arrange for a separate set 
of books to be kept there, the main office simply charging the factory with 
cash paid out, and crediting it with expenditures accounted for. Thus, the 
main office will debit factory account with currency for wages or expenses, 
or checks in payment of raw material, and credit factory account with its 
report of "Wages paid, $ — ," "General expenses, $ — ," "Accounts payable, 
$ — ." The trial balances of the factory and main set of books will be 
assembled for the purpose of compiling balance sheets, etc. 

If the factory is small the factory accounts can be carried in the main 
office books, but it is not such a convenient arrangement. 

In the first place, we will predicate an example where only one kind 
of raw material is used and only one class of articles manufactured. In 
this case we will require a factory journal which may be ruled as shown 
in form A. 

When the raw material is received it will be debited to raw material 
account in the column provided for the purpose and credited to the concern 
from whom received in the purchase account column. From the periodical 
reports received from foreman or workmen, labor will be charged with the 
time expended on manufacture, and manufactured stock charged with the 
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material used, "raw material account" being credited. Labor and expense 
will also be closed into manufactured stock account in order to ascertain 
total cost of goods manufactured. When manufactured stock is delivered 
to the store (T. H. & Co.) the store is debited and manufactured stock 
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account is credited. When a balance sheet is prepared a report is required 
from the factory of all unfinished manufactured stock on hand and the labor 
so far expended on same, and the total incorporated as an asset. 

The general expense of the factory, such as manager's and office sal- 
aries, coal, horse feed, engineer's wages, etc., etc., should be charged to a 
separate account, and pro-rated where there are different kinds of products. 

The raw material account will thus show the ariiount of raw material 
which should be on hand; manufactured stock account will show amount 
of manufactured stock not delivered to store ; unfinished manufactured stock 
account will show amount of raw material and partly manufactured stock 
in factory in the hands of workmen, and cost of labor so far expended on 
same. The appended diagram may be found useful in assisting to a thorough 
comprehension of the plan. 




The factory reports of material used and time occupied are generally 
made on blanks specially devised for the particular business for which they 
are required. They specify quantity of material received and used and 
hours spent on the job. Such reports are sometimes turned in to the office 
daily, sometimes weekly, sometimes as a job is finished. 

•A book of record is kept of raw material received and issued, and the 
statistics in this book can be checked by the factory report blanks and by 
taking inventory. In the latter case the stock on hand should agre6 with 
the balance shown by the record of material received and issued. 
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The above are the fundamental principles on which all factory costs are 
ascertained, but the application of these principles is carried out in an infinite 
variety of ways in accordance with the conditions to be satisfied. There 
may be twenty different kinds of raw material, a separate account of each 
of which must be kept, and also of the labor on each kind of material. 

There may be all kinds of extraneous operations, the cost of which must 
be carefully recorded, as in the case of a coal mining company, or a manu- 
facturer of electric motors and appliances. These present an opportunity 
to the accountant for the exercise of his skill in adapting his various forms 
to the special requirements of the case. 

One of the most important features in the system of factory accounting 
is the pay roll. A great deal of time is usually spent in perfecting an efficient 
system of recording and paying wages, and a great deal of time is invariably 
wasted where efficiency has not been obtained. Such a system should afford 
a guarantee against stuffing the rolls, or charging up unearned wages. It 
should also furnish a simple method for accurately obtaining statistics of 
costs of articles m.anufactured. 

The actual number of hours and minutes should be recorded, as the 
workmen enter or leave the premises, by one of the modern "Time Re- 
corder" machines. Where possible it is best to use one on which the writing- 
of the signature makes the required record, as this prevents one man from 
registering both for himself and a friend who may be late or absent alto- 
gether. 

Each workman should be furnished with a blank ruled to suit the 
peculiarities of the business, on which will be entered the description of the 
job, or contract, and on which the workman will record time occupied and 
imount of individual production. 

The forms we now present are not expected to be suitable for every 
business, but are intended to illustrate the fundamental principles on which 
an efficient cost system should be based. 

Fig. I is a Stock Record, showing disposition of material received and 
quantity on hand. This record should be partially or completely verified 
at certain intervals in order to show that the goods called for are actually 
on hand. 
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Fig. 2 shows the order on the stockkeeper for material to be used in 
manufacture of product. These orders constitute the storekeeper's vouch- 
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ers for material delivered, and the quantities are posted therefrom to the 
Stock Book. , 
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Each workman is furnished with a cost card (Fig. 3), on which he 
records particulars of time consumed and material used on the contract, 
or job, on which he is engaged. When the job is completed this card is. 
turned in to the cost clerk, who figures out on it the cost of material, labor 
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and sundies and enters it on the Cost Record of Summary (Fig 4). A 
separate page is allotted to each contract or job, and the total cost of same 
ascertained. This amount is then posted to the contract account in the 
ledger, which is credited with contract price, the difference being the 
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amount of either loss or gain. Where certain staple articles are manufac- 
tured a comparative statement of cost of manufacture should be main- 
tained, in order to ascertain that such costs are not excessive or exceptional 
in any way. 

In Figure 5 we show a form of Pay Roll Book, the particulars of 
which are obtained from the Time Recorder. If the Pay Roll Book is com- 
pared with the workmen's cost cards a very good check is obtained on the 
total time reported. 
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Some establishments still have their employes sign the pay-roll, but 
where the hands are very numerous this is found laborious and inconven- 
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ient, besides exposing to the view of the person signing the amounts paid 
to others. 

Pig. 6 shows a very good form of combined wages card and voucher, 
which can be used with advantage. 
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All goods manufactured will be made in accordance with instructions 
given the foreman of the department, or the superintendent of the factory. 
On completion of the goods the shop order will be returned to the office, 
and the goods delivered and billed. We append an illustration of shop 
order referred to above (Fig. 7). When completed it is usual to transfer 
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the goods from factory to store, the factory charging store, with cost, and 
the store crediting factory and debiting manufactured stock. The rela- 
tionship between the store and factory accounts may be conveniently illus- 
trated here : 
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FACTORY BOOKS. 

Debit— Credit- 
Raw material. ' Accounts payable. 
Labor (paid). Store. 
Sundries (paid). Store. 
Accounts payable (paid). Store. 
Store. Manufactured stock (delivered). 

STORE BOOKS. 

Debit — Credit- 
Labor. Cash. 
Factory sundries. Factory. 
Accounts payable. Sales account. 
Manufactured stock. 
Customers. 

In a great many establishments it is usual to add a certain percentage 
to manufacturing cost to cover factory general expense, maintenance, depre- 
ciation, etc., so that on the store books the factory account will show even. 

If a customer orders a suite of furniture separate shop orders should 
be made for each article as the separate cost of each is required to be tabu- 
lated. 

Fig. 3 can be used for piece work if such a system of labor is employed, 
but a special form of pay roll would be necessary to take care of the amount 
of piece work done instead of the number of days or hours employed. 

The invoices of material received will be O. K.'d by the stock-keeper 
to vouch for goods duly received, by the purchasing agent to vouch for 
correct price, and by the book-keeper to show that amount is correct. 

All expenditures other than those incidental to the process of manu- 
facture will be separately classified and recorded. 

Factory Assets. — Factory managers and others in authority do most 
certainly entertain some extraordinary ideas regarding the value of building, 
equipment and improvement assets, ideas for which there seems to be no 
foundation whatever, either in accouning law or in equity. It is customary, 
in figuring upon the value of a lot or tract of land, to add to the general pur- 
chase price, the interest installments on the balances unpaid, all taxes and 
improvement costs, such as sewerage, drainage, walks, fences, paving, grad- 
ing, water and gas connections, and make the sum of the items a fair and 
reasonable basis of value ; and in ordinary cases the figures of the assessors in 
rating the property for taxation will be found not to be very far from s'lch 
value as indicated in the way suggested. 
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We are not considering these extraordinary enhancements of value 
now, such as the construction of a railway after the erection of the factory, 
helping in the shipping facilities, nor other extensive improvements made 
in the vicinity after the acquisition of the property, which raise^ its value, 
it may be, to a very considerable degree, values which the owner of the 
factory himself does not make, but which are simply and entirely fortuitous 
in character. 

It is not true, as a rule at least, that factory accounting takes into 
consideration switching, terminal and other transportation dockage, wharfs 
age and similar facilities, as elements of value which shall find recognition 
upon the annual balance sheet or at any other time, for the main reason that 
they are not earned values, but simply acquired; and there is strictly 
quite a difference between these terms when we come to consider them 
carefully. It is somewhat along the line of reasoning that a prudent man 
adopts when estimating the value and standing of individuals, judging them 
not merely from external characteristics of wealth, fortunes, and so on, 
rather from those happy characteristics and abilities which they have them- 
selves fortunately acquired as the result of labor and application. 

A person owning a $500 lot would indeed be regarded as foolish who 
neglected the incorporation of the maintenance costs among the items of 
its value, but charged them first into a general expense or some other foreign 
account, and then after a while, say once a year it may be, lumped the value 
of the lot in a sort of happy-go-lucky style at a figure which he thought 
might perhaps represent the sum of the supporting charges of the property, 
but which he could not precisely swear to in any court of this or any other 
land. 

We are now in a position to state an accounting rule of interest and 
value, namely, "The basis of the value of factory assets is the original cost, 
plus all labor, material, renewal and repair, carriage and incidental costs 
properly chargeable against such assets, leaving the subsequently accruing 
values, accruing through extraordinary and unforseen circumstances, to find 
a representation in the accounts only in case of a sale of the property, a 
consolidation of interests, a reorganization, or perhaps a receivership." 

This might perhaps be condensed a little for a working model, but the 
statement is clear. 

The adjuster, purchaser, receiver, etc., cannot very well dispute the 
actual costs of property, factory assets, as shown by properly drawn and 
attested vouchers, correctly entered; but they can dispute fictitious values, 
lumped estimates and forcibly. 

Another extraordinary blunder of those in charge of factories is to omit 
certain of their assets in making up an inventory in order to compensate 
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for the illegal values placed upon other classes of assets, as, for instance,, 
putting in raw material at far less than its real value, or omitting a large- 
number of some of the smaller items among the "tool and supply account," 
for example, entirely from the list as a compensatory feature for the unwar- 
ranted enhancement of the value of other assets. That is a trick hard to- 
detect in auditing, because the material is so rapidly consumed in most 
cases directly after the taking of the inventory and making up the "estimates," 
that in the course of a week or so it would be hard to say just what was^ 
omitted and what was enlarged upon in the raw material account, particularly- 
in a factory which was run upon such principles as this. 

Accounting Principle 2. Purchasers and others will be far more ready ta 
inspect as a rule actually proved costs of factory assets, as a basis of value, 
than estimated cogts ; and there is nothing so suspicious as estimates in such- 
cases. The most permissible use of estimates in any case is found in such 
instances as municipal accounting, where the income of the coming year 
cannot be accuratel)'^ gauged in advance, owing to collection difificulties. 

As an accounting principle, it is not true that a factory, or any of its- 
accompanying assets, is worth "what you can get for it." That is a rock 
upon which much of factory accounting has been split. What you can get 
for it is an uncertain factor, never determinable in advance of the hour of 
sale, unless written contracts of purchase and sale have passed, and even 
then it often happens that in such contracts of sale, articles will be drawn 
in such way as to permit of exchange of values, that is to say,, turning in as- 
part of the purchase price lands or other assets at a given figure, which may 
not turn out so valuable as at first sight would appear ; and he would be an- 
unwise negotiator to let go from his hands any sort of property in exchange, 
after this fashion, which he suspected would, soon after the exchange, result: 
in unexpected, exorbitant advantage to the seller of the assets he has taken, 
over. ' 

As to interest on investments, whatever may be figured on in secret 
between the sellers of the factory assets, that is a subject not to be taken 
up largely with the purchas'ers, for that is not a matter in which they nat- 
urally are interested. What they look at we may embody in Accounting- 
Principle 3, giving a formula for the representation of the value of factory 
assets, both as far as the book entries are concerned and then going on beyond 
that and adding others, entirely out of the ordinary range of book entries;, 
so we will have 

1. Prime costs. 

2. Costs of subsequently added assets. 

3. Maintenance costs for both i and 2. 

4. Deductions for waste, depreciation, loss, wear and tear. 
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5- Deductions for sales of property or materials. 

6. Ending with net value of assets to date and followed by unrecorded 
items affecting values. 

7. Enhancement of value from extraordinary causes like those men- 
tioned before in this article. 

8. Unusual deductions required by purchaser for various reasons from 
the values adopted by factory accountant, and this, even though all values 
are supported by vouchers proving actual costs to date. 

9. Extra amounts paid by purchaser owing to some local advantage 
he might obtain by use of the factory assets, which for some peculiar reason, 
such as the changed business to be done in sold plant, seller could not obtain, 
but for which he is made an "allowance" if he is shrewd enough to find 
out, this accruing benefit to purchaser. 

Another caveat in the general run of accounting work may be added 
here, that in purchasing such classes of property, it may be well to take a 
look through the equipment books of the seller and see if he has not put in the 
Talue of his pulleys, we will say, for the sake of illustration, at the gross 
instead of the net cost in making up his valuations ; that is to say, if a pulley 
■costing gross $50.00 with terms running 60 and 10 per cent, off, and perhaps 
•even other deductions, is not put into the valuation at the gross instead of 
the actually paid value, per the check book and accompanying voucher; and 
so for belting, shafting, engines, and so on. 

That is one of the things which a shrewd man will look at in all cases, 
when an inventory is presented him of the factory assets that he may "pass" 
upon them prior to the sale. 

If he accepts the gross valuation, the seller may well expect no mercy at 
his hands if he attempts to figure in the deal, upon adding enough to the 
selling price to pay him back 6 per cent, on the amounts invested along 
from year to year of his possession of the assets. 

It would be at any rate a very interesting problem to work out in many 
cases of factory asset sales, to determine what the difference would be 
between the amount that the seller apparently gains on having his gross 
valuations thus accepted as part of the entire value on the one hand and 
•what he loses through the purchaser giving him a large series of notes 
in the deal without interest, on account of this acceptance of the gross assets, 
instead of their net valuation. — P. H. Grover. 

?0R THE BOOT AND SHOE BUSINESS. 

Boots and shoes are made under many different conditions, so that it 
is impossible to give a system which will apply in all factories. Each one 
would have some conditions peculiar to itself, and it is easy to assume from 
the way some factories do the, ordinary simple book-keeping that such a 
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thing as a method of figuring factory cost is entirely out of their minds. 
They simple get as much work as they can out of their help, buy their 
material as cheaply as possible, and get as good prices as they can. What 
they have left at the end of the year is profit. 

One very important varying condition is the portion of a shoe that is 
made in the factory. Some factories buy their soles (cut), counters, shanks, 
box toes, heels, etc., while some make every portion from the hide. Some 
factories pay practically all their help on a piece-work basis, while others 
pay many by the week. The method here described is the one used where 
the soles, counters, and shanks are bought and where most of the help is on 
piece-work. 

In putting a price on a shoe, a manufacturer has many things to guide 
him which come from experience rather than accounting. An estimate is 
made on say a dozen pairs at a time, and the details are as follows : 

I, Upper; 2, Cloth; 3, Linings; 4, Heel Linings; 5, Vamp Linings; 
6, Sock Linings ; 7, Eyelet Stay Drill ; 8, Eyelet Stay Sheep ; 9, Top Bands ; 
10, Tongues; 11, Linings and Trimmings; Total. 12, Outsole; 13, Insole; 14, 
Heel; 15, Counter; 16, Shank (turn) ; 17, Top Piece; 18, Welting; 19, Sole 
Leather; Total. 2o, Boxles and Cartons; 21, Findings; 22, Cutting; 23, 
B'itting; 24, Stock Fitting; 25, Lasting; 26, Sewing; 27, Stitching (welts) ; 
28, Royalty; 29, Second Lasting; 30, Stock Welts; 31, Leveling; 32j Bot- 
toming; 33, Finishing; 34, Packing; 35, Factory Labor (general); Total. 
36, General Expenses; Total. 

In figuring shoes the first eleven items vary greatly in the dififerent kinds 
manufactured. A competent superintendent knows just how many yards 
of stock are needed for a given number of shoes and the cost per yard. 

We next come to a group of items (Nos. 12 to 19) that '''our" factory 
buys out. We can thus arrive at the cost from the invoices. 

The boxes, cartons and findings (strings, eyelets, buttons, etc.) are 
more items which can be definitely figured from invoices. 

The labor being largely piece-work, can be accounted for from the 
prices paid in the different departments. Here we find a variance in divis- 
iotts, according to how much or how little each operative does, but most 
factories are divided into departments, as suggested by general items 22, 
26 and 29 to 34. In the cutting room we have cutters of leather and cutters 
of linings; in the fitting room, innumerable divisions of machine work — 
sewing, skiving, pasting, etc. In the sole leather room there are rollers, 
machines for channeling, etc., and in the bottoming room, lasting machines, 
stitchers, liveling machines, machines for making heels, edge trimmers, edge 
setters, besides the machines for putting on soles in turns, McKay stitching 
or Goodyear welt. 
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Here we find much piece-work, some men running several machines. 
Most of the machines are owned by the patentees and are operated on a 
royalty basis. So we see that we have labor by piece-work and use of 
machines by "the piece, leaving no deterioration to be computed. 

In the finishing room, we have sandpaper machines to smooth the soles 
and brushes to shine them after staining. 

In the packing room comes the putting in of strings, the final finishing 
of ironing and sizing, the packing in tissue in cartons and casing. 

Very little of the work here enumerated is other than piece-work, 
enabling us to compute cost from the scale of wages. Where this is not 
the case, the only way we suggest is by keeping a labor account with each 
room and dividing the total by the number of pairs passing each room. 

In general expenses, we have the items of rent, light, power, elevator 
service, water, etc., which must be estimated until we make the final sum- 
maries. 

One might well ask if this is not letting the factory cost rest with the 
superintendent rather than with the- accountant. This is true to a certain 
extent, but we must have both superintendent and accountant to get the best 
results. 

We keep an account of labor and material with each department. We 
do not claim to carry the detail to its extreme ends, for it can be carried so 
far as to make it a useless burden rather than a practical help. 

Now let us go back and trace through the departments a little. In 
the cutting room we find a blank like the one shown. 
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Each skin is different in that some parts are smoother than others. 
Each part has its pattern and it is something like a tailor cutting clothes. 
Every scrap is used if possible, and a cutter's wages depend- on his ability 
to get the most shoes out of a given number of skins. This blank contem- 
plates the entry of the number of pairs cut in the left-hand columns, and a 
record of the skins used in the right-hand columns. Comparisons of these 
daily reports enables the foreman to see who his best men are. 
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A ticket accompanies each case lot through the factory. It is as follows. 

One side (i) gives the directions as to sizes, patterns, stock, etc.; the 
other (2), records the operative who did the different kinds of work on the 
lot in the fitting or stitching room. 



,^n\ple No „.,...s5i2e».. 
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.Solci.. Wi'Jv Last. J^coL. 

LeoIRsSi,-........ Xji°ae}c3 

Lot". No.,..,.._.. P<a'ii»» 



Ed$c. \&mp.....f&x riop. ScJn^ 

Eyelet 3t^y ore 

£)utter\ Hy __. ... . .. ,. _*T7p ..... .— . 
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After it leaves this room, in a small; factory, we find only one operator 
doing a certain kind of work, so the total pairs passing him will be credited 
to him without further record, hut the card follows the shoes until they 
are in cases and the cases marked. 



O0I" ^Y 

■3eam pt-ibbea down by 
5feyi'\Q BacK s>eaiT\ • 

fi=orih 
StfteKirv^ orv fScmrf , ". 
Sewing Side 3iay ' . 
Puftirva or\ Linirva " . 
Ptasfed by _ 



3"tTtcKed dpound by , 



ftin^ 



by. 



V&>mpec( 

L—iPvin^ made by 

£>ijH6r> Moles Copded by_ 

- "BiKed _ 

SIffcKina on"Trp 

(on^u« pcjT ir\ by 

Rtted by 

"Teasrrv Mo 



A summary of these factory estimates checked against the expense 
and stock accounts as kept independent of the factory cost proper, will test 
the accuracy of our figures. — P. M. Weaver. 
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FOR THE AGRIGUtTURAIv IMPLEMENT BUSINESS. , 

Agricultural implements embrace a great variety of castings, steel and 
wood parts, on which labor is expended. To begin with, we have the 
Factory Time Card, a simple arrangement providing spaces for the work- 
men's No. and date at top, ruled lines for body of card subdividing the work, 
stock and time, and line at bottom for 'workmen's signature. These cards 
are issued by the foreman and filled out by the workmen at the end of each 
day, and collected the following morning by the foreman, who inspects each 
card to see that it is made out correctly and conforms with the actual amount 
of work performed. The accompanying illustration is that of a 
card properly filled out, showing in "Work Column" the operations per- 
formed, as, for instance, drilling; next, the number of pieces finished and 
in the "Stock Column," the stock No. of the part on which he has been 
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working, for instance, D D 64. In the "Time Column" he puts down the 
amount of time it has taken him to do the work, on the pieces mentioned. 

After inspecting the cards the foreman sends them to the office, where 
they are entered in the cost ledger. Fig. No. 2. The work on "D D 64" is 
charged direct to its own account in the ledger. Such extra labor as repair- 
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ing drills, etc., is charged to shop expense, and the labor of moving castings 
is charged to a miscellaneous goods account, which is eventually proportioned 
and added to the general cost of production. If "D D 64" requires another 
operation to make it ready for "assembling," it passes on to another work- 
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man, who makes the necessary record on his card. This item is charged tc> 
the account of "D D 64," together with all other expenses until we have the 
finished cost of that particular part. 

It will be observed, by referring to cost ledger, that the operation of 
drilling on "D D 64" cost $1.20 for 150 pieces, or four-fifths of a cent each. 
This item is added to the cost of the other operations and gives the total 
labor on that particular part. 

The labor of "assembling" the parts into the complete machine is treated 
in the same manner. When we have a record of the labor on all the separate- 
parts required to complete a machine, and the labor necessary to "assemble" 
them into a complete machine, we take the total and have the^cost of direct 
labor on each complete machine, to which must be added a certain per cent, 
for miscellaneous expenses, which can be easily ascertained from our account 
with that item. To this account should alsp be added any items of office- 
or other expense which have justly been incurred on account of that part. 

Fig. 3 gives the "total cost sheet," which shows the. entire amount of 
labor on "D D 64" and the other parts which, assembled, make a complete 
set of standards. To this is added the item of cost for assembling and the 
miscellaneous cost made up from unclassified shop cost and office expense,, 
which should be charged as stated above. 

The Cost Ledger can be made up with any number of columns, which 
must be determined by the number of operations required on the different 
parts comprising the line, 

COST OF LABOR ON ONE SET OF STANDARDS. 

2 D D 52 at .01 02 

2 D D 64 at .oij^ 03 

4 D D 47 at .ooj^ 02 

60 Balls at .ooJ4 iS 

Total cost of labor on parts 22 

Total assembling parts 05 

.27 
30 per cent miscellaneous cost to be added to above. 08 

Total cost of labor on ball bearing 35 

We might add in conclusion that the cost ledger gives an accurate 
check on the workmen, and enables us to decide who are the good and who 
the poor men on any class of work. After the cards have been in use for 
a short time we begin to "accumulate history" on the different operations 
and can tell by comparison who are the rapid operators. For example, we 
find that on a certain day workman No. 54 drilled 1 50 "D D 64's' :" in eight 
hours, and on later date workman No. 96 required eight hours to drill 125 
pieces, proving that No. 54 was the quicker workman and consequently the 
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-more valuable employe. Of course, a strict record of the quantity and 
'quality pf the work turned out must be kept in order to make the record 

■ effective and valuable. 

FOR A METAL, MANUFACTURING COMPANY. 

We will endeavor to give an outline of a system adopted to the above 
indicated business, which in itself may be neither new nor original, but which 
has been successfully applied with individual variations to several similar 
businesses. As most large manufacturing stock companies require at the 
end of each month a complete statement of their assets and liabilities, it is 
essential to have a greater or less number of auxiliary books besides the time- 
honored journal and ledger, and as far as possible nearly all these auxil- 
iaries, which of necessity are kept by various assistants, ought to be inde- 
pendent and self-proving. When the balances of same are brought to their 
logical conclusions by the chief accountant, they must lead up in the simplest 
manner to the representative accounts in the main ledger, and thus easily 
form a basis for a trial balance, which will practically be a complete summary) 
of assets and liabilities, and so will exhibit month by month the possibilities 
of the business. 

The essential feature of the metal manufacturing business is the exact 
cost, not of the integral parts alone, but of the finished product also. Hence, 
all account books kept by such corporations must be so arranged as to facili- 
tate the proper and easy demonstration of that point. With the aid of a 
few auxiliary books which only deal with accounts pertaining directly to 
.such materials or things as affect in one way or other the price of the finished 
product, this is accomplished. 

The important books employed are the main ledger and journal, dealing 

■ only with representative accounts ; a cash book, sales ledger, containing cus- 
tomers' accounts only; personal ledger, creditors' accounts only; bills 
receivable and payable book, two stock account books, one called store 

-account book, containing only materials bought to be used in the manufacture 
of other articles, and the other called manufactured goods book, containing 
all articles which have been manufactured or produced, various store account 
-articles having formed an integral part of same. We further use a balance 
sheet book of same, showing total pounds and cost of each article on hand 
the first of each month, amount delivered during month, and balance on hand 
the last of the month. A bill and invoice, petty cash and general expense 
book, complete the list. The latter is used for the classification of all 
expense items, and at the end of every month same are charged direct to the 
cost of the finished product in proportion. We submit herewith forms of 
ihe few special books. With the exception of the main ledger and journal, 
.special ruled books are advisable and in the long run are most economical, 
reven if their first cost exceeds those of the regular stock. 
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The cash book is self-proving, and a forced balance in the cash, for 
instance, would immediately throw out the balance of the individual sales, 
or personal edger, or labor account, as the case may be. It is is impossible 
for the respective ledger-keepers to balance their ledgers if the cash is not 
in true balance, or vice versa. The regular bank and check book forming, 
of course, the usual additional proof. 

All orders received are first entered in an order book. When the ship- 
ping department fills the order it is entered with its corresponding order 
number in another so-called shipment book. This forms the basis for all 
invoices to the customers as the shipment book contains only consignments 
which are practically started on their way ; express receipts or bills of lading 
having been also obtained. All invoices are copied in an invoice book and 
entered from same direct in the sales ledger. It is well to carry forward in 
pencil the totals of the various invoices and at the end of the months this 
total of sales is credited under the heads of the respective articles of the 
manufactured goods book, thus making the double-entry complete. 

All bills contracted by the firm are first audited, then numbered and 
indorsed to what department chargeable and entered in a bill book for more 
systematic grouping, as shown in table C. 
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Date 
1897 


Bill 
No. 


Names 


Addresses 


Pers. 
Ledg. 
Folio. 


Credit 


Store 
Goods 


Mfd 
Goods 


Sales 
Exp. 


Cenl 
Exp. 


Facfy 
Exp. 


Mach. & 
ShopRep 


Furnace 
Mach. 
Repairs 


Furnace 

Tools 

Repairs 


Foundry 


Mayl 


679 


John Smith 




7 


U7 00 


60 00 


40 00 




7 00 






25 00 











From this bill book the invoices are credited direct to the personal ledger. 
The total credits of this bill book and the respective charges from the cashv 
book forming at the end of the month the balance of the personal ledger, 
and these in turn finally the monthly total journal footings. All other 
ordinary journal entries are rendered unnecessary and are obviated by the 
direct posting from original entries. The trial balance of the personal 
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COKE Lbs. t c. 


1897 


Brass lbs. 


Bronze 
lbs. 


Slabs lbs. 


Billets, 
lbs. 


Total lbs. 


Foundry 


May 1 

12 


S. Sc S. Coal and Coke Co.... 

B. & G. Colie Co 

New York Central Freight... 
Cartage 


30500 
30500 


33 65 
33 55 
SO 02 

aoo 


May 1 

16 
30 


15250 


15250 


16260 












611HM 


89 12 




15250 
22 28 


15250 
22 23 


15250 
22 28 


15-^50 
22 28 


61000 


89 U 



ledger will show the exact amount the firm owes to individuals, or other- 
wise, and a mere transcript of same with names, dates of bills and totals is 
submitted to the auditor, who can pay direct from the balance sheet. Any 
discrepancy between an incoming statement and his own balance sheet can 
be immediately traced. In the same manner the corresponding transcript 
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of the sales ledger trial balance will show at a glance which of the customers 
have paid and which are behind. This is easily accomplished, if after 
crediting them properly in the cash book the sales ledger balance sheet is 
also marked. For firms who are carrying a large number of active accounts, 
the above will be found very helpful. 

In the store account stock book the names of the articles used, such as 
coke, iron, lead, copper, tin, zinc, etc., are on the left-hand pages of the book, 
together with prices and incidental charges, such as freight, expressage and 
cartage, as shown in tables D and E. 

As by the proper division and charge of every cost item we know what 
each article or its component parts have cost, it is a simple question of arith- 
metic to credit the outgoing articles from the manufactured goods book in 
the shape of sales at the cost price. By having representative Sales Accounts 
in the main ledger, the debits of which thus come from the credits of the 

E STORE GOODS MONTHLY BALANCE SHEET. 



Articles 



Balance First 
day of Month 
Quant. Amt 



Receive^l dur- 
ing Month 
Quant. Amt. 



Average 
Price 



Balance last 
day of Month 
Quant: Amt. 



Delivered 
during Month 
Quant. Amt. 



Total 
Quant. Amt. 



Store and manufactured goods book, and crediting those sales accounts with 
the actual cash received for them by way of cash and sales ledger, their 
sales accounts respective excesses will show practically the exact losses or 
gains of those accounts and incidentally of the whole business if the sales of 
the manufactured product form the sole source of revenue. No general 
expense account is kept in the main ledger, as all legitimate expenses should 
go direct into the cost of the product which the factory is making. 

MACHINE TOOL WORKS COMPANY. 

The Newton-Machine Tool Works puts on a line of cold metal sewing 
machines, milling machines, and traversing, spindle, boririg, milling, and 
drilling machines of new and most convenient designs. 

The theory of expense division underlying the cost-keeping system in 
use at the Newton shops is the same as that at Strieby & Foote's, in that the 
total expense account is apportioned among the machine tools, so that each 
shall bear its proper hour-rate, making the materials and time charged 
against any piece of work represent the total cost of the product to the shop. 
The Newton shops are machine shops exclusively, having neither foundry 
nor smithy. As their machine tools are comparatively numerous, and their 
floor hands few, the machine tool rates fix the principal part of the costs. 
It is quite within the capacities of the individual tool hour-rate system, 
however, to deal with any ratio of floor hands to machine hands, as the floor 
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itself can be assumed to bear any suitable share of the expense account, a 
division of which share by the average number of floor hands gives the 
total cost of the floor man's work-hour, precisely as the machine hand's total'; 
hour-cost is obtained. 

There seems to be really no essential difference in the practical workings, 
of cost systems, let the expense account divisor be what it may. If the totaL 
expense of the preceding year is divided by the total actual labor cost of that 
year, as in the Bement and Miles method, then with less men at work the: 
expense percentage to be added to the labor account and matrials totals- 
to obtain total cost is too small. So, if a tool or several tools stand idle- 
their proportion of the expense account remains unchanged by the Strieby 
& Foote and Newton method. Evidently the only, or rather the most obvi- 
ous, correction of this deficiency is to be found in a sliding scale of percentage- 
per man at work. As has been beforie mentioned, a reduced force oif work- 
men does not mean a correspondirfg expense reduction; these two cost 
factors are wholly independent of each other, so that it is possible that the- 
larger total expense accouht will" be made with the smaller number of hands 
at work. In th fluctuations of trade there might be a reduction of 50 pen 
cent, in the number of hands at work, without any decrease in the expense 
account total; in fact, the latter might even be augmented through extra- 
ordinary effort to obtain business. With a constant or nearly constant 
number of hands at work, no serious error could arise from the use of an. 
expense percentage fixed on the preceding year's totals. With a notable 
fall or rise in the number of hands at work, however, such a percentage might 
give largely misleading results. But, having the last year's expense totals- 
in hand, it is always a simple matter to find an approximation to correct 
present expense percentage based on the number of hands now at work. 

An order received in the office of Newton's is transmitted to the draw- 
ing room in regular course, where it receives an order card as given below^ 
size 2^ inches by 4^ inches. 

The drawing room orders castings on blanks from the stub book, printed! 
on one side only, of the form given above. The size of the order sent out is 
7^ inches by 7 inches; the size of the stub retained in the book is 8y2 
inches by 7 inches. j, 

This nominally settles the castings order. Those who are familiar with 
purchasing machine castings can probably tell from their own experience how 
near the assumption usually is to the fact in this matter. 

From the order stub book, a blank printed form, as per Form 3, is fur- 
nished to the foreman in whose department the order falls. The size of this 
order is 6% inches by'ioj4 inches. 
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The office transcript preserved in the stub book is 9 inches by lOjS^ 
inches, and is printed as per form shown. 

Large and small orders may follow each other. When two stub books, 
one for large orders and one for small are used, the order stub book pages 
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are printed on both sides, large order on one side, small order on the other; 
either large or small order blanks bearing the same consecutive number, 
thus appearing in regular sequence in the stub book. The large orders 
receive a charge sheet in the charge sheet pad (to be hereafter described), 
while the small orders carry their time sheet with them and do not appear 
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in any subsequent record, the stub record transcript alone being sufficient 
for reference. The large orders are carried on and. made a matter of record 
finally in the shop cost books. 
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The. foreman keeps the small order until the work is done, when it is 
returned,' filled, to the office with the work, and is transcribed onthe-stub 
office order book. The size is 6^ inches by lo^ inches, printed as per 
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form No. 6. The stub book small order blank is 9 inches by loj^ inches, 
printed as per form No. 7. 
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' This is a very convenient method of obtaining both large and small 
blanks as required, from one stub book ; not only is it an office convenience. 
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but it avoids the liability, of oversight. As there is but one order book kept, 
there is no possibility of overlooking a small order. 

When a large order is sent into the shop, a "charge sheet" correspond- 
ingly numbered is placed on the charge sheet tablet, where it is secured by 
a clip at the top, so that access can be had to any of the charge sheets, and 
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where it is kept until the order is completed. This charge sheet is ii^ 
inches by i8 inches, and the right-hand column contains a list of the machine 
shop tools and the occupation of the non-tool-using workmen. The sheet is 
ruled in red in 36 columns for hour charges, with the tool and trade list at the 
left, and a one-inch margin at the right and is printed as per form No. 8. 

The charge sheet receives a daily transcript of the time-taker's sheet, 
which is a very peculiar affair, a distinct drawing-room emanation ; \vhile 
differing entirely Jrom anything previously broughttd-the writer's notice, 
it seems to furnish an accurate time record with a very small amount of labor. 

The time sheet itself is a ruled blank, both sides alike, 1 1 J/^ inches hor- 
izontally by 19 inches vertically, ruled in ^-inch squares with quadrille red 
lines; from the fourth left-hand space heavy green horizontal lines divide 
the remaining squares of each line into a wide lower part and a narrow 
upper part. 

As both sides of the time sheet are alike, both sides are used in taking 
time. To use this sheet, a thin drawing board, having a list of the names 
of the, heads in each department along its left-hand edge, is used in connec- 
tion with a T-square. 

The T-square blade is wound with rubber bands near each end, so that 
it will not slide too easily on the paper. The time sheet is pinned to the 
board, so that its horizontal lines stand opposite the names of the workmen 
in the list at the left-hand edge. 

The first margin column on the time sheet is "Regular Time" for the 
hand whose name is opposite. The next is "Oyer Time" for the same name. 
The third space is "In," and the fourth space is "Out." The narrow spaces 
between the red and green lines are for the tool numbers. 
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Form 8 
Shop No. 



NEWTON MACHINE TOOL WORKS 
Name ' 



Date. 



.199.. 



Black Figures for Journeymen. 
Red " " Apprentice Boys. 



Number of Machines Being Built. 



Forge 

Forge 

72 in. Planer. 

42 in Planer. 

Planer. 

36 in. Planer. 
Planer. 

32 in. Planer. 
Planer. 

24 in. Planer. 
Planer. 

20 in. Planer. 

Planer. 
36 in. Lathe. 

Lathe. 
32 in. Lathe. 
26 in. Lathe. 

Lathe . 
Pulley Lathe. 
24 in. Lathe. 

Lathe. 

21 in. Lathe. 
20 in. Lathe. 
18 in. Lathe. 
16 in. Lathe. 
16 in. Lathe. 



•• 3- 
•4-S- 
.. 6. 



.10. 



•32. 
.12. 

.41. 
.11. 



21. 

...14. 
.15-16. 
...17. 



Nut Facer. 

12 in. Lathe 

Boring Mills 

Hor. Flor. B. M 

Boring Machine 

Boring Machine 

10 in. Shaper 

Slotter ,. . 

Cutting-oflf Machine. . 

Gear Cutter 

12 in. Gear Cutter... 
Vertical Universal M. 

Milling Machine 

Worm Wheel Cutter. 

Drill Press 

Plain Mill. Mach 



. .22. 
.8-9. 
..50- 
..36. 



.37. 
.38. 
•39- 
.26. 

■51- 



.24. 
.28. 
• 25- 



•31- 
.40. 



Machinists Floor Hands F. 

Machinists ■ 

Machinists 

Machinists 

Machinists 

Machinists ■ 



H. 



Laborers 

Laborers 

Laborers 

Pattern Makers 

Painters 

Boxing and Skidding. 



...23. 
....P. 
.B. S.. 
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Form 9 



NEWTON MACHINE TOOL WORKS. 



Name 

Date of Order 

Cast Iron 

Brass 

Forgings made outside 

Forgings 

Wrought Iron 

Machinery Steel 

Machinery Steel 

Cold Rolled Shafting 

Tool Steel 

Key Steel 

Forged Bolts, Nuts, etc 

Steel Castings 

Pulleys 

72 in. Planer 

42 in. Planer 

36 in. Planer 

32 in. Planer 

24 in. Planer 

20 in. Planer 

32 in. Lathe 

36 in. Lathe 

26 in. Lathe 

24 in. Lathe ; 

20 in. Lathe 

18 in. Lathe 

16 in. Lathe 

14 in. Lathe 

12 in. Lathe 

Blotters 

Boring Machines 

Boring Mills. .'. 

Pulley Lake 

Shapers .• . . 

Cutting-off Machines 

Gear Cutting 

Milling Machines 

Vertical Milling Machines 

Tools not mentioned 

Hor. Floor Bor. Mach 

12 in. Gear Cutter , 

Erecting 

Laborers 

Painting 

Skidding or Boxing 

Lumber used in skidding or boxing, 

and other material 

Sundry Bills, etc 

Drawings 

Patterns made outside 

Patterns made at shop 

Repairs made on patterns 

Traveling Expenses 

Cartage 

Total Cost of Machine 

Sold for 



Shop Name - 

Date of Shipment , 

Number of Machines Built. 



Lbs. 



Per: 



Hrs. 



Per hr, 
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.The T-square blade has gummed to it a top line of symbols, indicating 
different jobs of work or machines in progress, each of which, it will be 
remembered, has its "charge sheet" on the charge sheet tablet. The lower 
line of-figures on the T-square blade contains all the tool numbers of the 
department. To take a workman's time, if he is not "out" and so disposed 
of at once by a mark in his "out" column, his time is first checked by a single 
inclined stroke as "regular time" or "over time." The job bearing the 
symbol "V" appears to have a large portion of the attention of the depart- 
ment, as it appears in no less than eight separate spaces. Any time charge 
against this "V" job can be made in any of the time sheet columns marked 
"V" on the T-square blade index, the charge being made in the line opposite 
the workman's name and under the machine tool number in use by him. 



Form 10. 

Built for.... 
OrJered by. 
Order No 



NEWTON MACHINE TOOL WORKS. 



Shop Order Fo.. 



Cold tolled shafting 



Price 



Forged Bolts. Futs, 
etc. 



Price 



Bolts, Nuts. etc. 



Price 



llachinery Steel 



Cast Iron 



FliUeys 



Brass 



Key Steel 



Forglngt 



Sundry BiUs, etc. 



entered in the narrow space above the green line. Time is taken very rapidly 
-with this odd arrangement, 58 names in one department being taken in less 
than 45 minutes. After the time sheet is filled and removed from the board, 
it becomes a cryptogram, translatable only by being replaced on the time- 
aker's board and read with the aid of the index T-square blade. Time 
charges are transferred from the time sheets to the charge sheet, until the 
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_job is completed. Then all the charges against the job are transferred to 

-a loose, or "dummy," cost book sheet, and, after this is made correct in 

pencil, it is transferred — in ink, of course — to the fac simile pages of the 

"locked cost book, and becomes one of the secret records of the house. The. 

size of the double cost book sheet is 23 inches horizontally by 18 inches 

vertically. The printing is given in full, the size being reduced. 

It will be seen that the cost book footings show every detail of the cost, 
with total cost and selling price in the lower left-hand corner of the double 
-sheet. 

Every machine, as finished by the Newton works, has its cost sheet com- 
plete in the locked cost books, and an estimate for a new machine materially 
•differing from anything previously manufactured can be readily made from 
-Such a record, as the same elements appear throughout the whole line of 
Newton machines with surprising frequency. 

The labor pay at the Newton shops is made on the Halsey prerriium 
:system, previously. mentioned in connection with, the Builder's Iron Foundry, 
-of Providence, R. I. This system is highly spoken of by the Newton 
-arrangement, its workings being considered eminently satisfactory. 



The value of a proper system of factory accounts is generally admitted 
by the most successful manufacturers of the present day. In prosperous 
times the records and information thereby obtained are of great value. They 
•enable those interested to make from time to time close and accurate com- 
parisons, not only for the expenses, output, sales and profits of each depart- 
ment, but what in many cases may be found even more valuable — the rela- 
tions and percentages these results bear one to another. In times of depres- 
sion, when competition is keen and prices are close, such a system may make 
the difference between failure and success. When conditions and surround- 
ings look stormy, the manufacturer with a series of accurate detailed records 
■of the results of past years is in a better position to trim his sails, and keep 
-close to the wind, than another whose expenditures are chiefly lumped in 
"General Expense Account." With too many this account is like charity — 
"it covers a multitude of sins." 

After several years' experience in factory accounting, and a careful 
•study of the best authorities, it appears as though the information on this 
"branch of accounting at present available may be divided into two classes. 
On the one hand-we have papers and articles written for technical and trade 
magazines, or for conventions of those interested. On the other hand we 
have explicit and voluminous works on accounting going into the most 
-.minute details of the subject. The manufacturer who is interested only in 
manufacturers' accounts, and who sees the advantages to be derived from 
-a proper system, thus finds himself "between the devil and the deep sea." 
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He has to choose between papers and articles, which are too general in their 
terms for his purpose, and books which give, perhaps not too much detail, but 
more than he can use, and are too technical in their nature for him to dis- 
tinguish their essential from their non-essential parts. It is my aim to take 
a place between these two extremes, and to supply a series of articles which 
any manufacturer can study out, modify to suit his special requirements, 
and with their aid install a proper and complete system of manufacturers' 
accounts without requiring the services of a high-priced expert. I have also 
included a description of some of the legitimate uses of modern card and 
loose-leaf systems. The word legitimate is used advisedly, for valuable as 
cards and loose leaves are, and superior for many purposes to bound books, 
it is quite possible to go to such extremes in their use as to defeat the very 
purpose for which they are intended, viz., to secure the fullest and best results, 
with the least possible expenditure of time and labor. 

The system described is not complicated and is subject to all the rules 
of commercial accounting, being in all its details capable of proof by balance. 
If carefully planned and the work distributed in such manner that the merely 
clerical work is done by subordinates, leaving more highly paid time free for 
more important work, it will be found little more expensive than the ordinary 
services of a less systematized staflf. It is easily installed in a new concern, 
or where a thorough reorganization is being made. If introduced into a 
going concern where old habits and ideas prevail, its immediate success may 
largely depend upon the tact of those instrusted with its direction. When 
understood its worst opponents frequently become its warmest advocates, 
though some may always be found to deny the value of anything they never 
learned. — H. Rolano. 

It is an undisputed axiom that "no results can be more accurate than 
the data from which they are compiled," and as the commercial accounts of 
any manufacturing business necessarily rest upon data of operating and 
maintaining the factory, and of producing the output, the latter must be 
accurate if the former are to be accepted as correct. 

For purposes of illustration we will assume the case of a manufacturing 
company making steam fittings and tools and all engine fittings, carrying 
full lines of similar goods of other makes, and also making brass and copper 
castings, both for their own use and for customers. They sell direct from 
the factory, as well as from a retail branch which they operate in the same 
city. The head office where all the accounting is done is at the factory, 
but, the manager of the retail branch being paid a percentage of the profits 
made by his department, he is kept fully informed on all matters pertain- 
ing to it. 
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The consideration of such a company's system of accounts naturally 
divides itself as follows: 

I. Factory. — Records and details of all costs and expenses of construct- 
ing, operating and maintaining the factory ; the receiving and issuing of all 
material, and the individual cost of each and every article produced. 

II. Commercial. — Records made by and contained in the ordinary com- 
mercial accounts of a firm or corporation, its transactions with and relations 
to any outside person, firm or corporation as debtor or creditor. 

III. General. — As its name would indicate, we will find under this 
heading a summary of all records and information referred to above, and 
also the internal or working accounts of the factory, the retail branch, and 
the business as a whole. 

IV. Retail. — The actual accounting of the retail branch being done 
at the head office, its records will, of course, be found under the two latter 
of the above headings. The books kept at the retail branch are simply for 
the information of its manager, and for that' reason a description of the 
system there used does not properly come under the scope of this paper. 

At the outset it will be well to note the diflference between stores and 
stock, and between wages and salaries, as the terms are hereafter used. 
■Stores we assume to represent material, other than feed, fuel and stationery, 
in a raw or partly manufactured condition, and in the possession of the 
company for either use or manufacture, but not for sale. Stock represents 
finished material or goods, either manufactured by the company or pur- 
chased, and in completed condition ready for sale and delivery. If stores 
are required for a sale, or stock for the use of the factory, they must be 
transferred by means of a standing order (q. v.). Stores account is sub- 
divided to show the debits, credits and balances on hand of purchased material, 
rough castings, and manufactured parts. Stock account shows the receipts, 
sales and balances on hand of purchased stock and manufactured stock of 
each of the chief classes of product, which we will name A, B, C, and M 
(miscel.) after the chief producing departments, but which may be as numer- 
ous as the management think advisable. 

The difference between wages and salaries is that the former represent 
payment for services to those whose time is valued by the hour or day, and 
who are required by time-cards or other means to report upon that work 
or class of work their time has been expended. Salary is the payment made 
for an employe's time in bulk, and is' generally supposed while giving some- 
what more freedom from supervision than wages to insure to a much greater 
extent his sympathy and interest, as well as his best efforts for the welfare 
of the employer. 
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FACTORY TIME-fcEEPING. 

Where an employe is engaged an employes' record card (Form I.) is 
made out and filed away in an alphabetical index, he being instructed to 
notify the time clerk should he change his address. When any change 




occurs in his relation to the company it is noted on this card. In the case 
of a former employe applying for a re-engagement, the information thus 
recorded will often be found of great value. In an emergency it is also 
frequently valuable to have easy access to the addresses of employes. 

The time of all employes is recorded by themselves on entering and 
leaving the factory. For this purpose two register time clocks are provided, 
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one for employes who are paid wages, and one for all others. On removing 
the record sheets (Form II.) from the clocks in the morning, that for the 
salaried employes is simply placed on file for information of those to whom 
such employes are responsible. 

On the repord sheet from the other clock, the full amount of time as 
shown by the record is extended into the column headed total time. The 
amount of such time as has been spent on piece-work being ascertained from 
the factory clerk (as described later) is entered in the piece-work column, 
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and the difference between the two extended into the column for day work. 
The time in this column is entered into the wages book (Form III.) each 
day, it having first been checked with the, factory clerk's day-^vo^k tickets 
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and daily time sheet in order to ascertain that all time credited to the work- 
man has been charged out against some factory order. The total and piece- 
work time being added, the difference should, of course, correspond with 
the total of the outside or day-work column. If a workman is allowed to go 
out on his own business during working hours he is given a pass (Form 
IV.) by his foreman, indicating the time he stopped work. The door being 
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so arranged that he has to pass the time-keeper's desk to leave the building, 
he gives his pass to the time-keeper and upon his return reports himself as 
he passes in. The time he has been out is noted on his pass, and is deducted 
from the time passed to his credit through the wages book for that day. If 
he goes out on the firm's business he is given an outward time card indicating 
the time he leaves the shop, and having the number of the order upon which 
his work outside is required. This he leaves with the time-keeper. On his 
return he receives this card, which he returns to his foreman in the usual 
course. The time-keeper thus has either a pass or an outwork time card in 
his possession for each workman during absence from the shop. It will be 
seen that every alternate page of the wages book is a flyleaf; this enables 
one writing of workmen's names to suffice for two half months. 

MANUFACTURING. 

The keystone of factory accounting is a rigid adherence to the rule 
that no work shall be put in hand, expenditure incurred or goods or material 
delivered without written authority emanating from the office, and that 
all papers and records referring to or recording such work, expenditure, or 
delivery, must bear the number of the order authorizing the same. 

Certain regular expenses are provided for by standing orders (g. v.), 
a list of which is supplied to the head of each department, or shop. These 
orders are intended to cover such expenditure, whether of time or material, 
as may be incurred in the ordinary operating and maintaining of the plant 
and equipment of the company. New plan or equipment is never made upon 
standing orders, but when required, a factory order is issued for same. 

The issuing of all factory orders may be in the hands of the manager 
or may be divided amongst those responsible for certain departments of the 
business. 
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In the case at present being considered, the factory orders are divided'. 
into five classes, as follows, each class being on paper of a distinctive color 
and bearing a certain letter as a prefix to its number : 

S. — Orders for the manufacture of articles or parts, to be kept in stores- 
and completed or assembled on other orders. 

K. — Orders for the manufacture of goods for stock. 

T. — Orders for the manufacture of any article for a customer. 

F. — Orders for the production of any casting, or class of castings. 

ly. — Orders for any work or expenditure not provided for above, and- 
in addition to these the standing orders before spoken of. 

Numbers i to 499 are reserved for these standing orders, which are 
grouped according to the class of work or expenditure they authorize. The 
list of standing orders is made out by the chief clerk under instructions of 
the manager. The chief clerk also issues the L or special orders, but as far 
as the actual work is concerned, the manager assumes the responsibility by 
initialing the duplicate each morning of the orders issued the previous day. 
The question of the account to which these orders shall be charged must 
be decided by the chief clerk, guided largely by the manager's own ideas as- 
to what constitute assets or what may rightly be termed expenses. 

S or stores orders are issued by the store-keeper, the copy of these also - 
being initialed by the manager each day. 

The manager himself issues the K or stock orders, being guided by his- 
own knowledge of the business, as well as by information given him from . 
time to time by the stock-keeper and salesman. 

T orders are issued by the order clerk under the authority of either 
customers' or travelers' orders, initialed by the secretary, treasurer, or- 
manager, or verbal instructions from the latter. 

As regards foundry orders, the conditions obtaining in the foundry 
are so different from those in the shops that it has been thought best to treat 
the whole question of the manufacture of castings as a subject of itself. 

Factory orders are numbered consecutively from 500 to 99999. A 
careful estimate of the proportionate quantities of S, K, T or L orders will, 
be necessary to avoid confusion of numbers, and to have each class run 
consecutively. As already stated, standing orders are provided for by the 
numbers below 500, and foundry orders being entirely distinct from the- 
factory orders, may run from No. 500 up, without any danger of conflicting 
with similar numbers of factory orders. 

The treatment and course of factory orders, viz. : Stores, stock, cus- 
tomers' and special, being exactly the same, we will assume that a stock- 
order (K 9599) has been issued for the manufacture of 100 oil cups of a 
certain design and size, and will follow it through its various stages until - 



it is returned to the oiifice as having been completed, arid the goods called for 
delivered to the stock-keeper. 

The size of the forms and papers used may be determined by individual 
taste, but it has been found well to have them as nearly as possible of the 
same size. The following three sizes have been found in actual practice 
very satisfactory, and will be hereafter referred to under the name given: 
Standard, 8 inches wide, 1 1 long ; Medium, 8 inches wide, 6 long ; Small, 8 
inches wide, 3^ long. Cards are always 5x3 unless another size is specified. 
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This cannot, of course, be regarded as a cast-iron rule, but the closer it is 
followed the more satisfactory will be the sorting and filing of papers. It is 
also well to have in every case the space for the order number in the same 
position, viz., the upper right-hand corner. 

Factory orders (Form VI.) are of standard size, and are bound in 
duplicate in books of 100 each with the first sheet of each number perforated 
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for removal. The original is sent to the factory officp, and from the infor- 
mation on the duplicate a cost sheet ( Form VII. ) and an index and record 
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